THE  UNIVERSITY  OF  CHICAGO 

FOUNDED  BY  JOHN  D.  ROCKEFELLER 


THE  FIRST  SIX  YEARS  OF  THE 
SECOND  BANK  OF  THE 
UNITED  STATES 


A  DISSERTATION 


BY 

RALPH  C.  H.  CATTERALL 


CHICAGO 
1902 


THE  UNIVERSITY  OF  CHICAGO 

FOUNDED  BY  JOHN  D.  ROCKEFELLER 


THE  FIRST  SIX  YEARS  OF  THE 
SECOND  BANK  OF  THE 
UNITED  STATES 


A  DISSERTATION 

SUBMITTED  TO  THE  FACULTY  OF  THE  GRADUATE  SCHOOL  OF  ARTS  AND 
LITERATURE  FOR  THE  DEGREE  OF  DOCTOR  OF  PHILOSOPHY 

(department  of  history) 


BY 

RALPH  C.  H.  CATTERALL 


CHICAGO 
1902 


[The  four  chapters  constituting  this  Dissertation  are  taken  from  a  larger  work, 
entitled  The  Second  Bank  of  the  United  States,  which  has  appeared  as  Volume  ll, 
Second  Series,  of  the  University  of  Chicago  Decennial  Publications.  The  Appen- 
dices are  added  without  change  of  pagination.] 


PRINTED  AT  THE  UNIVEESITY  OF  CHICAGO  PRESS 


CHAPTER  I 


ESTABLISHMENT  OF  THE  BANK 

The  Second  Bank  of  the  United  States  owed  its  origin 
to  the  disasters  of  the  war  of  1812,  its  existence  to  the 
party  of  strict  construction  founded  by  Jefferson  and 
Madison.  A  brief  survey  of  the  state  of  the  finances  result- 
ing from  that  war  will  reveal  the  necessity  which  impelled 
the  Republicans  to  surrender  their  cherished  constitutional 
principles  and  create  a  "  monster  "  bank. 

In  1811  the  charter  of  the  First  Bank  of  the  United 
States  expired,  and  Congress,  imbued  with  constitutional 
scruples  and  actuated  by  bitter  hostility  to  Secretary 
Gallatin,  refused  to  renew  it.  This  act  was  the  beginning 
of  financial  confusion  and  financial  shipwreck,  and  foresee- 
ing the  result  Gallatin  fled  from  the  treasury  as  soon  as  he 
could  honorably  do  so.  Thereupon  William  Jones,  secre- 
tary of  the  navy,  became  acting  secretary  of  the  treasury, 
and  in  his  person  ^  helpless  inefficiency  was  placed  in  control 
of  the  government  finances.  Surrendering  the  post  in 
February,  1814,  he  was  succeeded  by  the  equally  inefficient 
George  W.  Campbell.^ 

The  result  was  that  the  administration  of  the  finances 
could  not  possibly  have  been  worse.  In  addition,  Congress, 
after  refusing  to  re-charter  the  bank,  failed  to  make  proper 
provision  for  a  war  revenue,  being  convinced  that  hostilities 
could  be  supported  from  the  proceeds  of  the  peace  revenue 
supplemented  by  loans,  in  spite  of  the  fact  that  in  1811  the 

1"  During  the  disconsolate  interval,  from  May,  1813,  till  February,  1814,  Mr. 
Jones  imperfectly  performed  the  routine  duties  of  that  vital  organ." — Ingeesoll, 
The  Second  War  with  Great  Britain,  Vol.  II,  p.  252. 

2  Ibid.,  p.  253. 
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ordinary  revenue  had  been  not  more  than  adequate  to  dis- 
charge the  ordinary  expenses/  It  was  presumed  that  loans 
would  be  easily  negotiated,  even  though  Congress  failed  to 
take  any  measures  to  provide  for  their  repayment,^  and 
though  the  moneyed  men  of  the  East  refused  assistance  to 
the  government.  A  brief  experience  brought  disillusion- 
ment. The  tariff  dues  dwindled  to  almost  nothing,  while  the 
project  of  borrowing  the  necessary  funds  soon  proved  utterly 
vain. 

Two  methods  of  raising  loans  were  adopted.  The  first 
was  to  increase  the  funded  debt  by  the  sale  of  bonds;  the 
second,  to  issue  treasury  notes.  Congress  authorized  bond 
issues  during  the  years  1812-14  to  the  amount  of  $61,000,000,' 
but  the  administration  procured  only  $45,172,581,*  and  of 
this  only  the  sum  of  $7,860,000  was  negotiated  at  par,  the 
rest  being  taken  at  rates  varying  from  $88  to  $80  in  cash 
for  $100  in  stock.  ^  The  direct  loss  to  the  government  was 
over  $6,000,000,  and  there  was  an  even  more  serious  indirect 
loss  resulting  from  the  circumstance  that  much  of  the  paper 
money  paid  to  the  government  for  its  stock  was  depreciated 
from  20  to  30  per  cent.®  An  excellent  example  of  the 
manner  in  which  stock  loans  were  negotiated  is  presented  by 
the  failure  of  the  $25,000,000  loan  of  1814.  Secretary 
Campbell,  despite  the  most  strenuous  exertions,  was  able  to 

1  Sec.  Dallas,  Dec,  1815,  Reports  on  the  Finances,  Vol.  II,  p.  5. 

2INGEESOLL,  Vol.  II,  p.  251;  DALLAS,  Dec,  1815,  Reports  on  the  Finances,  Vol. 
II,  p.  6. 

3 Dallas,         pp.  7-12.  ^IMd.,  p.  15.  5j6id.,p.  17. 

6  The  Committee  of  Ways  and  Means  declared  in  1830  that  "  The  government 
borrowed,  during  the  short  period  of  the  war,  eighty  millions  of  dollars,  at  an 
average  discount  of  fifteen  per  cent.,  giving  certificates  of  stock,  amounting  to  eighty 
millions  of  dollars,  in  exchange  for  sixty-eight  millions  of  dollars,  in  such  bank 

paper  as  could  be  obtained  But  the  sum  of  sixty-eight  millions  of  dollars, 

received  by  the  government,  was  in  a  depreciated  currency,  not  more  than  half  as 
valuable  as  that  in  which  the  stock  given  in  exchange  for  it,  has  been  and  will  be 
redeemed.  Here,  then,  is  another  loss  of  thirty-four  millions,  ....  making,  with 
the  sum  lost  by  the  discount,  forty-six  millions  of  dollars."— i?.  R.  358,  21st  Cong,^ 
1st  Sess.,  p.  12. 
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secure  only  $10,400,000  of  this  sum.  In  July,  in  answer  to 
a  request  for  |6,000,000,  lie  received  offers  for  $2,500,000, 
and  was  compelled  to  accept  $80  in  cash  for  $100  in  stock. 
The  immediate  consequence  was  that  the  loan  of  ^9,000,000, 
negotiated  in  the  previous  spring  at  $88  on  the  $100,  had 
also  to  be  granted  at  the  rate  of  $80  on  the  $100,  since 
Campbell  had  agreed  to  allow  the  takers  of  that  sum  the 
best  terms  given  on  any  part  of  the  loan.  Even  then  many 
subscribers  failed  to  fulfil  their  contracts.^  The  result  had 
justified  Webster's  opinion  that  the  loan  for  the  year  would 
fail  unless  a  bank  could  be  established.^  It  seemed  "that 
loans  on  any  terms"  were  "  totally  at  an  end,"^  and  that  the 
system  had  at  length  entirely  exploded,  ....  notwith- 
standing the  Government  had  been  prepared  to  accept  terms 
of  the  most  extravagant  and  ruinous  character. "  * 

The  reliance  upon  treasury  notes  had  proved  equally  futile. 
Beginning  with  June  30,  1812,  and  ending  with  December 
26,  1814,  Congress  authorized  the  emission  of  $35,500,000 
in  treasury  notes,  at  5f  per  cent,  interest,  reimbursable 
in  one  year  from  the  date  of  issue,  receivable  in  payment  of 
all  duties,  taxes,  and  debts  due  to  the  United  States,  not  a 
legal  tender,  and  to  be  issued  only  at  par.^  Of  this  amount 
only  $17,227,280  were  issued,  and  but  a  small  part  of  this 
sum  was  in  circulation  at  any  one  time,  since  the  notes, 
though  legally  not  redeemable  for  one  year,  were  indirectly 
redeemable  at  once  because  the  government  was  bound  to 
receive  them  in  all  payments  of  debts  and  taxes  due  to  it. 

1  Sec.  Campbell,  Sept.  23, 1814,  Reports  on  the  Finances,  Vol.  I,  p.  528. 

2  Webster  to  E.  Webster,  March  28, 1814,  Correspondence,  Vol.  I,  p.  243. 

3  Samuel  Ingham,  Nov.  17, 1814,  A.  of  C,  13th  Cong.,  Vol.  Ill,  p.  592. 

4  Thomas  Oakley,  Oct.  21,  1814,  ibid.,  p.  421.  Dallas,  speaking  of  April,  1814, 
says:  "The  plan  of  finance,  which  was  predicated  upon  the  theory  of  defraying 
the  extraordinary  expenses  of  the  war  by  successive  loans,  had  already  become 
inoperative."— J2eporfe  on  the  Finances,  Vol.  II,  pp.  11, 12. 

^Statutes  at  Large,  Vol.  II,  p.  766,  June  30, 1812,  $5,000,000;  ibid.,  p.  801,  Feb.  25, 

1813,  $10,000,000;  ibid..  Vol.  Ill,  p.  100,  March  4, 1814,  $10,000,000;  ibid.,  p.  161,  Dec.  26, 

1814,  $10,500,000. 
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Moreover,  the  period  of  issue  was  so  brief  that  the  treasury- 
was  kept  busy  redeeming  old  issues  almost  as  rapidly  as  new 
ones  were  made.^  Secretary  Campbell  calculated  that  it  was 
not  possible  to  keep  in  circulation  over  $6,000,000  of  treas- 
ury notes.  ^ 

By  May,  1813,  Congress  had  become  convinced  that  some 
fixed  provision  for  the  payment  of  loans  must  be  made,  and 
had  begun  "to  lay  the  foundation  of  a  system  of  internal 
revenue."  Later  it  largely  increased  the  taxes  then  laid.' 
But  events  had  now  progressed  so  far  that  the  condition  of 
the  treasury  was  desperate.  The  banks  of  the  country,  with 
the  exception  of  those  in  New  England,  suspended  specie 
payments  in  August  and  September,  1814,*  and  the  result 
upon  the  finances  of  the  United  States  was  immediate  and 
destructive.  Had  there  existed  a  national  bank,  suspension, 
though  injurious  to  the  country,  might  have  been  beneficial 
to  the  government;^  but  without  the  bank,  since  the  state 
banks  would  neither  pay  specie  nor  accept  each  other's  notes 
at  par,  the  country  was  left  without  any  common  medium  of 
exchange,  and  hence  the  government  was  forced  to  receive 
its  revenues  in  state-bank  paper  and  treasury  notes  of  all 
degrees  of  depreciation.^    Notes  at  par  in  one  section  of  the 

1  Amount  of  treasury  notes  outstanding  Jan.  1,  1813,  $2,835,500;  Jan.  1,  1814, 
$4,907,300;  Jan.  1,  1815,  $10,646,480.— Dallas,  Dec.  1815,  Reports  on  the  Finances^ 
Vol.  II,  p.  50. 

2  Campbell,  Dec,  1814,  ibid.,  Vol.  I,  p.  529. 

3  Dallas,  Dec,  1815,  ibid..  Vol.  II,  pp.  8, 12. 

*  The  capture  of  Washington  precipitated  suspension.  The  banks  of  the  District 
suspended  first,  and  were  followed  in  rapid  succession  by  those  of  Maryland,  Penn- 
sylvania, New  York,  New  Jersey,  Virginia,  Ohio,  and  Kentucky.  The  New  England 
banks  did  not  suspend,  though  some  sixteen  or  eighteen  country  banks  in  that  part 
of  the  nation  used  the  suspension  as  a  pretext  to  pay  or  not,  as  circumstances 
directed.— NiLES,  Vol.  VII,  Appendix,  p.  175. 

5  "  Suspension  mattered  little,  and  had  the  national  bank  been  in  existence,  the 
failure  might  have  been  an  advantage  to  the  government."— Adams,  History  of  the 
United  States,  Vol.  VIII,  p.  214. 

6 Sept.,  1814,  at  Boston,  Baltimore  paper,  20  per  cent,  discount;  New  York,  10  per 
cent.— Adams,  Gallatin's  Writings,  Vol.  Ill,  p.  363.  Jan.  19, 1815,  New  York  paper, 
19-20  per  cent,  discount ;  Philadelphia,  22  per  cent. ;  Baltimore,  25  per  cent. ;  Feb.  1,  at 
Boston,  New  York  paper,  20-24  per  cent,  discount;  Philadelphia,  24  per  cent. ;  Balti- 


Establishment  of  the  Bank 


5 


Union  were  at  a  heavy  discount  in  another,  and  the  rate 
varied  "  not  only  from  time  to  time,  but  at  the  same  time 
from  state  to  state,  and  in  the  same  state  from  place  to 
place.  The  result  was  that  the  government  found  itself 
burdened  with  an  enormous  mass  of  depreciated  paper  cur- 
rent only  in  the  immediate  vicinity  of  its  issue.  To  dis- 
charge a  debt  in  New  England  it  must  offer  specie  or  New 
England  notes,  since  nothing  else  was  current  there ;  while 
in  New  York  no  one  would  accept  anything  of  less  value 
than  specie.  New  England  notes,  or  New  York  notes.  In 
Pennsylvania,  again.  New  York  notes  would  not  be  received 
at  par,  and  in  the  rest  of  the  country  neither  New  York  nor 
Pennsylvania  notes  were  acceptable.  Since  Congress  had 
not  authorized  the  treasury  to  make  any  allowance  for  dis- 
count in  such  cases,  the  government  could  not  employ  issues 
of  one  state  in  another  state  f  nor  would  treasury  notes 
suffice  to  discharge  the  debt,  for  by  the  law  they  must  be 
issued  at  par,  and  yet  were  depreciated  in  the  open  market, 
often  to  a  greater  extent  than  bank  notes. ^  Hence  no  one 
would  receive  them  unless  forced  to  do  so.*  Meanwhile, 

more,  30  per  cent. ;  United  States  6  per  cents,  40  per  cent. ;  treasury  notes,  from  24  to  25 
per  cent.— NiiiES,  Vol.  VII,  Appendix,  p.  176.  July,  1815,  specie  premium,  20  per  cent, 
in  Baltimore;  11  per  cent,  in  Philadelphia;  14  per  cent,  in  New  York. — Adams, 
Gallatin's  Writings,  Vol.  Ill,  p.  363. 

1  Adams,  iUd.,  p.  331. 

2  "  From  the  suspension  of  specie  payments  and  from  various  other  causes  .... 
differences  in  the  rate  of  exchange  arose  between  the  several  states ;  and  the  embar- 
rassments of  the  treasury  were  more  and  more  increased,  since  Congress  had  not 
sanctioned  any  allowance  on  account  of  the  rate  of  exchange  ....  wherever  the 
treasury  failed  in  procuring  a  local  currency,  it  failed  also  in  making  a  stipulated 
payment."— Dallas,  Dec,  1815,  Reports  on  the  Finances,  Vol.  II,  p.  25.  Eppes  said: 
"  The  notes  of  New  York  and  Philadelphia  will  not  be  received  in  Boston ;  the  notes  of 
Baltimore,  or  of  the  District  of  Columbia,  will  not  answer  for  payments  in  Phila- 
delphia."—^, of  C,  13th  Cong.,  Vol.  Ill,  p.  378,  Report,  Oct.  10, 1814. 

3  Note  2,  supra ;  also  Niles,  Vol.  VIII,  pp.  422,  423.  "  Payments  in  bank  paper 
were  universally  preferred  during  that  period." — Dallas,  Dec,  1815,  Reports  on 
the  Finances,  Vol.  II,  p.  25. 

4 "Treasury  notes,  which  none  but  necessitous  creditors,  or  contractors,  in  dis- 
trees,  or  commissaries,  quartermasters,  and  navy  agents,  acting,  as  it  were  officially, 
seemed  willing  to  accept."— Dallas,  A.  of  C,  13th  Cong.,  Vol.  Ill,  p.  652  Nov.  27, 

1814. 
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large  sums  on  deposit  for  the  government  in  southern  or 
western  banks  were  almost  utterly  useless,  because  they  could 
not  be  transferred  to  the  places  where  they  were  payable ; 
and  the  future  promised  no  relief,  since  the  taxes  were  paid, 
not  in  specie,  but  in  treasury  notes,  which,  "  almost  as  soon 
as  they  were  issued,  reached  the  hands  of  the  collectors,  in 
payment  of  debts,  duties,  and  taxes  ;  thus  disappointing  and 
defeating  the  only  remaining  expectations  of  productive 
revenue."^  The  effect  upon  the  finances  was  literally  anni- 
hilating. 

Such  being  the  situation,  the  machinery  of  government 
threatened  to  come  to  a  disastrous  stop.  In  November, 
1814,  Secretary  Dallas  was  compelled  to  announce  to  the 
holders  of  government  securities  in  Massachusetts  that  the 
treasury  could  no  longer  pay  the  interest  on  the  national 
debt  held  in  that  section,  having  neither  specie  nor  New 
England  bank  notes  with  which  to  pay.^  At  the  same 
moment  the  administration  failed  to  redeem  treasury  notes 
at  Boston,  Philadelphia,  and  New  York  f  it  actually  paid 
some  of  its  soldiers  in  bank  notes  which  were  not  receivable 
in  discharge  of  taxes  it  could  not  obtain  funds  "to  defray 
the  current  ordinary  expenses  of  the  different  departments." 
The  State  Department  was  unable  to  discharge  its  stationery 
bill ;  "  the  treasury  was  obliged  to  borrow  pitiful  sums,  which 
it  would  disgrace  a  merchant  in  tolerable  credit  to  ask  for;" 
the  War  Department  could  not  pay  a  bill  for  $3,500 ;  "the 
paymaster  was  unable  to  meet  demands  for  paltry  amounts — 
not  even  for  $30  the  deficit  for  the  coming  year  would 
probably  reach  $40,000,000.^    Meanwhile,  the  government 

1  Dallas,  A.  of  C,  13th  Cong.,  Vol.  Ill,  p.  652. 

2  Dallas  to  commissioner  of  loans  at  Boston,  Nov.  9,  Niles,  Vol.  VII,  p.  270. 

3  Dallas  to  Eppes,  Dec.  2,  1814,  Schedule  A,  A.  of  C,  13th  Cong.,  Vol.  Ill,  pp. 
767,  768.   The  amount  was  $1,902,680.80. 

*  Dallas  to  Eppes,  Nov.  23, 1814,  ibid.,  p.  717. 

5  Hanson,  of  Maryland,  Nov.  28, 1814,  ibid.,  pp.  656,  657. 

6  Webster  to  E.  Webster,  Jan.  22, 1815,  Correspondence,  Vol.  I,  p.  250. 
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"was  subsisting  upon  the  drainings  of  unchartered  banks  in 
the  District,"  ^  and  on  the  proceeds  of  temporary  loans  pro- 
cured from  various  state  banks,  as  a  matter  of  grace  on  their 
part.^ 

These  were  the  events  which  compelled  the  Republicans 
to  establish  a  bank.  Yet  long  before  their  culmination 
attempts  had  been  made  to  pass  a  bank  bill.^  The  history  of 
the  various  efforts  naturally  falls  into  three  periods  :  ( 1 )  the 
attempt  while  the  war  was  in  progress,  before  suspension ; 
(2)  during  the  war,  after  suspension  ;  (3)  after  the  war. 

1.  During  the  war — before  suspension. — On  January  4, 
1814,  Mr.  Lefferts,  of  New  York,  presented  the  petition  of 
one  hundred  and  fifty  citizens  of  that  state  "praying  for 
the  incorporation  of  a  National  Bank,  with  a  capital  of 
$30,000,000."  *  This  petition  was  referred  in  the  House  to 
the  Committee  of  Ways  and  Means,  whose  chairman  was 
John  W.  Eppes,  son-in-law  of  Thomas  Jefferson,  and  the 
leader  in  Congress  of  the  Virginia  party,  which  adhered 
tenaciously  to  the  doctrine  of  strict  construction  and  be- 
lieved firmly  in  the  adequacy  of  treasury  notes  to  meet 
the  existing  conditions.^  The  committee  shared  these  views, 
and  on  the  10th  Eppes  reported  against  the  proposition 
because  it  was  unconstitutional  to  "create  corporations 
within  the  territorial  limits  of  the  States,  without  the 
consent  of  the  States."  ^  Calhoun,  who  proved  himself  the 
real  leader  of  the  bank  party  in  Congress,  now  suggested 
that  the  constitutional  objection  might  be  obviated  by  estab- 
lishing the  bank  in  the  District  of  Columbia,  and  moved 

1  Hanson,  loc.  cit.       2  Dallas,  Dec,  1815,  Reports  on  the  Finances,  Vol.  II,  p.  19. 

3  Gallatin,  on  leaving  the  treasury  in  May,  1813,  had  drawn  up  the  charter  of  a 
new  bank.— Adams,  History  of  the  Administrations  of  Jefferson  and  Madison,  Vol. 
VII,  pp.  45,  46. 

^A.  of  a,  13th  Cong.,  Vol.  I,  p.  844.   The  petition  was  dated  Dec.  18, 181S— Ibid., 
p.  874.  A  similar  petition  from  Philadelphia  was  presented  Jan.  20, 1814. — Ibid.,  p.  1058. 
5  Jefferson  to  Eppes,  Sept.  11, 1813,  Works,  Vol.  VI,  p.  199. 
^A.  of  C,  13th  Cong.,  Vol.  I,  p.  873. 
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the  reference  of  this  suggestion  to  the  consideration  of  the 
Committee  of  Ways  and  Means.  ^  His  motion  prevailed. 
As  Eppes  could  not  be  persuaded  to  support  any  bank  bill/ 
John  Taylor,  of  New  York,  reported  from  the  committee  a 
bill  to  erect  a  bank  in  the  District,  with  a  charter  for  twenty 
years  and  a  capital  of  $30,000,000,  the  government  to  sub- 
scribe one-fifth  of  the  stock  and  appoint  one-fifth  of  the 
directors.  There  were  to  be  no  branches.^  This  last  provi- 
sion rendered  the  proposed  bank  no  longer  obnoxious  to  the 
strict  constructionists,  but  also  incapable  of  providing  a 
national  currency,  and  consequently  unsatisfactory  to  all  who 
desired  to  meet  the  existing  emergency.  "  Everyone,"  said 
Fisk,  of  New  York,  "  .  .  .  .  must  perceive  that  a  bill  contain- 
ing such  provisions  would  not,  could  not,  pass."  Neverthe- 
less, his  motion  to  refer  the  matter  to  a  select  committee 
"with  instructions  to  report  a  bill  to  establish  a  National 
Bank,  with  provisions  for  branches,"  *  was  decidedly  nega- 
tived.^   Thus  ended  the  first  attempt  to  establish  a  bank. 

On  the  2d  of  April  the  subject  came  up  again,  Felix  Grundy, 
of  Tennessee,  the  recognized  spokesman  of  the  administration 
in  the  House,  submitting  a  resolution  for  the  appointment  of 
a  committee  "  to  inquire  into  the  expediency  of  establishing 
a  National  Bank."  ®  The  putative  support  of  the  adminis- 
tration put  a  new  face  on  the  matter,  and  the  House  rallied 
to  the  project.  The  strict  constructionists  were  completely 
routed,  a  motion  to  confine  the  bank  to  the  District  receiving 
but  thirty- two  votes  and  Grundy's  resolution  being  carried.^ 
On  the  committee  were  appointed  Grundy,  Calhoun,  William 
Lowndes,  and  six  others.®    Only  one  of  the  number  was 

1  A.  of  C,  13th  Cong.,  Vol.  I,  p.  1235,  Feb.  4, 1814.  2  jMd.,  Vol.  II,  p.  1861. 

3  J&id.,  p.  1579.  4I6i(i.,  p.  1860.  5/6id.,  p.  1862.   Only  36  ayes. 

6J6id.,p.  1942.  p.  1956.   Vote,  76  to  69. 

^Ibid.  Felix  Grundy,  Tennessee;  John  C.  Calhoun,  South  Carolina;  William 
Lowndes,  South  Carolina;  Samuel  G.  Ingham,  Pennsylvania;  Thomas  J.  Oakley, 
New  York;  Artemas  Ward,  Massachusetts;  Jonathan  Fisk,  New  York;  William  Gas- 
ton, North  Carolina ;  John  G.  Jackson,  Virginia. 
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opposed  to  a  bank,  and  that  on  constitutional  grounds.^  But 
the  session  was  too  nearly  ended  to  permit  the  necessary  dis- 
cussion, and  four  days  after  its  appointment  the  committee 
was  discharged  on  the  motion  of  its  chairman.^  The  bill  was 
"  indefinitely  postponed,"  and  thus  ended  the  second  attempt 
to  establish  a  bank. 

2.  During  the  war  —  after  suspension.  —  During  the 
recess  of  Congress  the  capture  of  Washington  and  the  sus- 
pension of  specie  payments  brought  the  Union  to  the  verge 
of  dissolution.  Congress  met  in  extra  session  September 
19,  1814,  and  immediately  took  up  the  discussion  of  a  bank 
bill,  a  bank  being  now  considered  absolutely  necessary. 
Speaker  Cheves,  though  allowing  Eppes  to  retain  the  chair- 
manship of  the  Committee  of  Ways  and  Means,  appointed 
all  of  his  associates  from  the  ranks  of  the  bank  party ,^  and 
a  petition  from  New  York  city  praying  for  the  establishment 
of  a  bank  was  at  once  referred  to  the  committee. 

The  overwhelming  distress  of  the  preceding  months  had 
at  last  shaken  loose  Campbell's  incompetent  grip  upon  the 
treasury  department.  He  was  succeeded  by  Alexander  J. 
Dallas,  of  Philadelphia,*  a  capable  lawyer,  whom  President 
Madison  had  wished  to  appoint  earlier  in  the  year,  but  had 
been  restrained  from  so  doing  by  the  hostility  of  the  Penn- 
sylvania senators.  The  needs  of  the  hour,  however,  swept 
away  all  opposition.^  Dallas's  appointment  was  understood 
by  everyone  to  mean  a  national  bank.  Eppes,  who  still 
desired  to  pour  out  untold  millions  of  almost  worthless  treas- 

1  Jackson,  of  Virginia.  He  was  perfectly  willing  to  have  a  bank  if  the  constitu- 
tional question  could  be  avoided. — Ingersoll,  Vol.  II,  p.  250. 

2^.  of  C,  13th  Cong.,  Vol.  Ill,  p.  2002,  April  8. 

3lNGEKSOLii,  Vol.  II,  p.  253.  Members:  Eppes,  Virginia;  Stevenson  Archer, 
Maryland ;  Jonathan  Fisk,  New  York ;  Thomas  J.  Oakley,  New  York ;  William  Gas- 
ton, North  Carolina ;  Samuel  D.  Ingham,  Pennsylvania ;  William  Creighton,  Ohio.— 
A.  of  C,  13th  Cong.,  Vol.  Ill,  p.  303,  Sept.  21. 


*Oct.  5. 1814. 


5  iNGEESOIilj,  Vol.  II,  p.  253. 
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ury  notes/  addressed  a  letter  to  Dallas,  asking  him  to  express 
his  opinion- to  the  Committee  of  Ways  and  Means  on  the 
subject  of  the  finances.^  Dallas  immediately  replied,  de- 
claring bluntly  that  treasury  notes  would  not  meet  the 
emergency,  painting  in  the  most  lively  colors  the  distress 
of  the  government,  and  ending  by  asserting  that  a  national 
bank  was  "  the  only  efficient  remedy  for  the  disordered  con- 
dition of  our  circulating  medium."  ^ 

This  reply  was  decisive.  On  the  24th  of  October  the 
Committee  of  Ways  and  Means  reported  a  resolution  declaring 
that  it  was  "  expedient  to  establish  a  National  Bank,  with 
branches  in  the  several  States."*  The  House  agreed  to  the 
resolution  immediately  and  without  debate.^  Four  days 
later  it  refused  to  strike  out  the  words  "  with  branches  in 
the  several  States,"  by  the  decisive  vote  of  138  to  14,  and 
gave  the  committee  leave  to  bring  in  a  bill.^ 

On  the  7th  of  November  Jonathan  Fisk  reported  as  the 
committee's  measure^  a  bill  drawn  up  on  lines  marked  out 
by  Secretary  Dallas.  The  capital  was  to  be  $50,000,000, 
$6,000,000  of  the  amount  in  specie,  the  rest  in  government 
stock  issued  during  the  war.  The  United  States  was  to  sub- 
scribe $20,000,000.  The  bank  could  not  sell  government 
stock,  was  to  be  bound  to  loan  the  United  States  $30,000,000 
as  soon  as  it  went  into  operation,  and  the  president  of  the 
United  States  was  empowered  to  suspend  specie  payments 
when  such  suspension  seemed  necessary.^ 

This  plan  did  not  contemplate  a  bank  which  would  restore 

lOn  Oct.  10  Eppes  had  reported  in  favor  of  new  issues,  saying  that  "Treasury 
notes,  combined  with  a  system  of  taxation,  more  extended  than  the  one  heretofore 
adopted,  will  it  is  believed,  in  the  present  state  of  bank  credit,  be  found  to  be  a 
much  better  resource  [i.  e.,  than  loans]."— ^.  of  C,  13th  Cong.,  Vol.  Ill,  p.  378. 

2  Ibid.,  p.  401.  3  Ibid.,  pp.  401-9,  Oct.  17, 1814. 

4  Ibid.,  p.  457.   Report  brought  in  on  the  21st.  5  Ibid.,  p.  458. 

6  Ibid.,  pp.  498, 499,  Oct.  28.  "  State  sovereignty  was  laid  low."—  Ingersoll,  Vol. 
II,  p.  255.   Vote  to  bring  in  the  bill,  93  to  54. 

7  A.  of  C,  13th  Cong.,  Vol.  Ill,  pp.  534,  535. 

8  Dallas's  outline,  ibid.,  pp.  404-6,  Oct.  17, 1814. 
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specie  payments,  nor  even  one  that  would  itself  pay  specie.^ 
What  the  administration  wished  was  a  machine  which  should 
assist  in  restoring  the  credit  of  the  government,  and  make  it 
possible  to  raise  funds  to  carry  on  the  war.^  Hence  the 
provision  confining  subscriptions  in  government  stock  to  that 
issued  during  the  war  hence  the  clause  allowing  sus- 
pension, that  binding  the  bank  to  loan  the  United  States 
$30,000,000,  and  the  section  prohibiting  it  from  selling  gov- 
ernment stock.  In  a  word,  nothing  spoke  in  this  plan  but 
the  necessities  of  the  government,  and  in  accordance  with 
these  necessities  a  specie-paying  bank  —  indeed,  any  institu- 
tion deserving  the  name  of  a  bank  —  was  an  impossibility. 

It  is  not  surprising  that  this  monstrous  scheme  was  sav- 
agely attacked.  Opposition  came  from  three  quarters  :  from 
the  strict  constructionists,  a  meager  band  ;  from  the  Feder- 
alists, able,  noisy,  persistent,  and  bitterly  aggrieved  by  the 
provision  to  limit  stock  subscriptions  to  war  stock  ;*  and 
from  those  members  of  the  Republican  party  who  were 
willing  to  charter  a  bank,  but  wished  one  of  a  different  char- 
acter. This  party  was  respectable  in  size,  most  ably  led  by 
Calhoun  and  Lowndes,  and  supported  by  Speaker  Cheves. 

Calhoun  had  at  first  been  selected  by  the  administration 
to  champion  its  bill.    He  had  thereupon  devoted  much  time 

1  Madison's  veto,  Jan.  30,  1815,  second  head,  Messages  and  Papers,  Vol.  I,  pp. 
556,  557.  Webster  said :  "  It  will  be  utterly  impossible  for  the  bank  to  pay  its  notes.  No 
such  thing  is  expected  of  it.  The  first  note  it  issues  will  be  dishonored  on  its 
return."—^,  of  C,  13th  Cong.,  Vol.  Ill,  p.  1016,  Jan.  2, 1815. 

2  "  The  objects  of  the  Government  are  to  place  the  public  credit  upon  a  solid 
and  durable  foundation;  to  provide  a  revenue  commensurate  with  the  demands 
of  a  war  expenditure,  and  to  remove  from  the  Treasury  an  immediate  pressure," 
—Dallas  to  Eppes,  Oct.  17, 1814,  A.  of  C,  13th  Cong.,  Vol.  Ill,  p.  403. 

3  Intended  also  to  reward  Republicans  and  punish  Federalists,  since  the  latter 
held  very  little  of  this  stock. 

^Ingersoll  says :  "  On  the  13th  and  14th  of  November,  1814,  came  on  the  battle  — 
not  of  the  bank,  but  of  the  stocks :  The  prevailing  controversy,  to  which  the  whole 
scheme  ultimately  fell  a  victim,  was  what  stocks  should  compose  the  capital."— Vol. 
II,  p.  256.  "  The  project  brought  in  by  the  new  Secretary  of  the  Treasury  was  calcu- 
lated only  for  the  benefit  of  the  holders  of  the  stock,  created  since  the  war."— Web- 
ster to  E.  Webster,  Nov.  24, 1814,  Correspondence,  Vol.  I,  p.  247. 
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and  study  to  the  project,  but,  to  the  anger  and  dismay  of  the 
president  and  secretary,  had  soon  concluded  that  it  was 
totally  unsuited  to  the  crisis  and  extremely  mischievous.* 
On  the  16th  of  November,  therefore,  he  introduced  an  oppo- 
sition bill,  which  was  designed  to  meet  the  wishes  of  all 
opponents  to  the  Dallas  plan.  There  was  to  be  no  suspen- 
sion of  specie  payments;  no  government  partnership;  no 
forced  loan.  The  capital  was  to  be  $50,000,000,  $6,000,000 
in  specie  and  the  remainder  in  specie  or  treasury  notes,  a 
new  issue  of  which  should  be  made  for  the  purpose  of  sup- 
plying purchasers  of  bank  stock.^  In  this  manner  the  gov- 
ernment would  provide  itself  with  a  loan  of  $44,000,000, 
the  advocates  of  treasury  notes  would  be  appeased,  and  the 
Federalist  attack  based  on  war-loan  subscriptions  avoided. 

The  Federalists  joined  Calhoun,  and  "  generally  voted  for 
the  amendment  in  preference  to  the  first  plan."  ^  The  admin- 
istration Republicans,  led  by  Ingham,  Fisk,  and  Forsyth, 
"  supported  by  the  influence  of  the  administration,  backed 
by  the  money  power,  and  the  Committee  of  Ways  and 
Means,"  *  contended  for  the  treasury  plan,  especially  for  the 
provision  authorizing  a  suspension  of  specie  payments.^ 
But  the  South  Carolinians  swept  all  before  them,  and  on  the 
day  after  its  introduction  Calhoun's  plan  was  substituted  for 
that  of  Dallas  by  "a  majority  of  about  sixty  votes."® 

No  sooner  was  this  done  than  it  was  found  that  Calhoun's 
supporters  were  by  no  means  unanimous  for  his  measure. 
"  The  opposition,  the  adherents  of  the  administration,  and 
those  who  had  constitutional  scruples  "  combined  against  it,' 

1  Calhoun,  Works,  Vol.  Ill,  p.  126;  or  C.  D.,  Vol.  XIV,  Part  I,  pp.  481,  482. 

2  A.  of  C,  ISth  Cong.,  Vol.  Ill,  pp.  587,  588,  594. 

3  Webster  to  E,  Webster,  Nov.  21, 1814,  Correspondence,  Vol.  I,  p.  247. 

4  Calhoun,  Works,  Vol.  Ill,  p.  127;  C.  D.,  Vol.  XIV,  Part  I,  p.  482. 

5 See  Ingham's  speech,  Nov.  17,  A,  of  C,  13th  Cong.,  Vol.  Ill,  p.  601.  Here  he 
declares  that  provision  for  suspension  ought  to  be  made,  and  that  not  to  make  it 
seems  "  a  species  of  frantic  enthusiasm."   Also  Ingersoll,  Vol.  II,  p.  256. 

6  A.  of  a,  13th  Cong.,  Vol.  Ill,  p.  613. 

7  Calhoun,  Works,  Vol.  Ill,  p.  127;  C.  D.,  Vol.  XIV,  Part  I,  p.  482. 


Establishment  of  the  Bank 


13 


while  Lowndes,  his  ablest  lieutenant,  desired  a  smaller  capi- 
tal, and  moved  to  reduce  the  sum  to  $35,000,000.^  Calhoun 
opposed  with  *'  much  zeal,"  and  Lowndes's  attempt  failed, 
though  motion  followed  motion,  amendment  amendment, 
forcing  back  into  the  bill  many  of  the  objectionable  features 
of  the  treasury  plan,  while  leaving  the  nature  of  the  capital 
stock  untouched.^  So  numerous  were  the  changes  that  when 
the  bill  was  reported  to  the  House  from  the  committee  of 
the  whole,  it  was  "  so  interleaved  and  interlined  with  amend- 
ments ....  that  the  clerk  himself  could  scarcely  arrange 
them  or  the  Speaker  state  them  to  the  House."  ^ 

After  a  week  of  arduous  and  acrimonious  debate,  Lowndes 
declared  that  in  his  opinion  there  was  no  "  prospect  of  the 
final  passage  of  the  bill"  as  it  stood,  and  moved  its  refer- 
ence to  a  select  committee.  The  House  agreed  with  him, 
and  the  bill  was  referred  "  without  a  division."  *  The  Feder- 
alists had  consistently  supported  Lowndes's  attack  on  Cal- 
houn's plan,  just  as  they  had  voted  with  Calhoun  against 
Dallas.  They  advocated  a  specie-paying  bank  with  a  capital 
of  $20,000,000.' 

The  select  committee  consisted  of  Lowndes,  chairman, 
and  Calhoun,  Fisk,  Forsyth,  Ingham,  Gaston,  and  Oakley,® 
all  favorable  to  a  bank  and  representing  the  different  shades 
of  favorable  sentiment.  Lowndes  appealed  to  Dallas  for  an 
opinion  on  the  advisability  of  having  a  capital  composed 
of  treasury  notes.  This  was  Dallas's  opportunity,  and  he 
returned  an  answer  which  annihilated  Calhoun's  position, 
asserting  that  his  plan  could  not  succeed,  and  that  to 
attempt  it  would  involve  the  loss  of  the  necessary  loan  for 
1815  and  the  failure  to  restore  the  nation's  credit.^  The 
result  was  disheartening.  Lowndes  reported  the  bill  back 
to  the  House  precisely  as  it  stood  when  it  was  referred  to  his 

1  A.  of  C,  13th  Cong.,  Vol.  Ill,  pp.  621,  622,  Nov.  19.  ^Ibid.,  p.  622. 

^Ibid.  ilbid.,  pp.  643,  644.  5  Webstee,  ibid.,  pp.  642,  G43. 

6 Ibid.,  p.  644.  1  Dallas  to  Lowndes,  Nov.  27, 1814.,  ibid.,  pp.  652-4. 
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committee,  declaring  that  they  had  not  "  been  able  to  dis- 
cover any  means  of  uniting  the  conflicting  opinions  on  the 
subject."  '  His  motion  to  reduce  the  capital  to  |30,000,000 
was  then  adopted,^  the  Federalists  supporting  it.  But,  hav- 
ing gone  so  far,  they  would  go  no  farther.  When  the 
speaker  put  the  motion  to  read  the  bill  for  the  third  time,  it 
was  lost  by  a  vote  of  104  to  49 ;  ^  and  so  ended  the  third 
attempt  to  secure  a  bank. 

The  House  having  failed,  the  Senate  took  up  the  task. 
On  the  2d  of  December  a  bill  was  reported  there  substan- 
tially incorporating  the  provisions  desired  by  Dallas.*  The 
Federalist  senators  offered  a  feeble  opposition,  in  the  face  of 
which  the  bill  was  pushed  relentlessly  forward,  no  amend- 
ments being  permitted,  and  in  one  week's  time  it  passed  the 
Senate  ^  and  went  to  the  House. 

Here  the  debate  began  on  the  23d  and  was  continued 
along  the  same  lines  as  before.  Slight  amendments  were 
made,  but  it  seemed  that  the  Republicans,  fearing  to  risk 
the  bill,  had  decided  to  waive  their  individual  preferences.^ 
The  Federalists,  under  the  lead  of  Webster  and  Gaston,  of 
North  Carolina,  exhausted  all  parliamentary  means  to  defeat 
the  bill,  but  were  unsuccessful.  The  29th  of  December, 
says  IngersoU,  "  was  the  stormiest  bank  day  of  the  session,"  ^ 
the  fight  being  waged  over  the  nature  of  the  government 
stock  to  be  subscribed  to  the  bank's  capital.  When  this 
matter  was  determined  against  the  Federalists  by  a  vote  of 
73  to  72,^  the  passage  of  the  bill  seemed  inevitable,  and  the 
alarmed  Federalists  made  a  bid  for  the  support  of  the  Cal- 
houn wing  of  the  Republican  party  by  declaring  themselves 

1  A.  of  a,  13th  Cong.,  Vol.  Ill,  p.  651,  Nov.  28, 1814. 

2  Ibid.,  p.  655.  3  Ibid.,  p.  686.  *  Ibid.,  p.  119. 

5  Ibid.,  p.  126.   Vote :  yeas,  17 ;  nays,  14. 

6  "  The  details  of  the  bill  being  nearly  the  same  as  those  of  the  bill  originally 
reported  in  this  House,  were  not  proposed  to  be  changed."— /6tci.,  p.  988. 

7  Ibid.,  Vol.  II,  p.  259.  8  Ibid.,  Vol.  Ill,  p.  998. 
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in  favor  of  a  bank,  though  not  of  this  bank.^  Webster  pro- 
posed a  plan  which,  he  asserted,  was  the  Federalist  idea  of  a 
bank,  saying  that  for  an  institution  of  this  nature  he  should 
"  at  any  time  be  willing  to  give  "  his  "  support."  ^  The 
motion  on  the  Dallas  measure  was  then  put  to  a  vote, 
Lowndes  voting  for  the  bill,  Calhoun  against  it,  and  the  result 
being  81  ayes  to  80  noes.  Cheves,  the  speaker,  had  not 
voted.  He  arose,  declared  his  conviction  "  that  the  bill  pro- 
posed a  dangerous,  unexampled,  and,  he  might  almost  say,  a 
desperate  resort,"  and  cast  his  vote  in  the  negative.  The 
bill  was  lost.'  For  the  fourth  time  the  House  had  failed  to 
enact  a  charter.  Dallas  was  so  incensed  that  he  expressed 
"  his  determination  to  withdraw  from  the  treasury."  * 

But  the  bank  Republicans  refused  to  be  thwarted.  No 
sooner  was  the  vote  announced  than  a  motion  to  reconsider 
was  made  and,  on  the  3d  of  January,  1815,  carried  by 
107  votes  to  54.^  The  bill  was  then  recommitted  to  a 
select  committee,^  which  reported  on  the  6th  of  January. 
The  Calhoun- Lowndes-Federalist  compromise  measure  reap- 
peared. The  capital  was  to  be  $30,000,000,  composed  of 
$5,000,000  in  specie,  $10,000,000  in  war  stock,  $15,000,- 
000  in  treasury  notes.  There  was  to  be  no  compulsory 
loan;  no  suspension;  no  government  partnership,  though 

1  Oakley  and  Stockton  "  pledged  themselves  to  vote  "  for  a  modified  bank  bill, 
and  believed  that  "a  majority  of  their  political  friends"  would  do  so. —  J&id.,  p, 
1031,  Jan.  3. 

2  p.  1014,  Jan.  2, 1815.  (1)  Capital,  $25,000,000,  with  privilege  to  government 
to  subscribe  $5,000,000  more  at  some  future  time.  (2)  No  suspension.  (3)  No  obliga- 
tory loan  to  government.  (4)  Bank  to  commence  operations  within  a  specified  time 
or  forfeit  its  charter.  (5)  A  certain  per  cent,  penalty  to  be  exacted  on  all  notes  not 
paid  in  specie  on  demand.  (6)  Capital  to  consist  of  $5,000,000  specie ;  $20,000,000  in 
any  6  per  cent,  stock,  or  treasury  notes.  (7)  Bank  to  be  permitted  to  sell  govern- 
ment stock.— J6^c^.,  p.  1012,  or  first  speech,  Works,  Vol.  I. 

3  A.  of  C,  13th  Cong.,  Vol.  Ill,  pp.  1025, 1026,  Jan.  2. 

*  Dallas,  Life  of  Dallas,  pp.  138, 139.       5  a.  of  C,  13th  Cong.,  Vol.  Ill,  p.  1030. 

6Z6id.,  p.  1031;  Samuel  McKee,  Kentucky;  Wm.  Findlay,  Pennsylvania;  Rich- 
ard Stockton,  New  Jersey ;  Timothy  Pitkin,  Connecticut ;  John  W.  Taylor,  New  York ; 
Alfred  Cuthbert,  Georgia;  Bartlett  Yancey,  North  Carolina. —Idid.,  p.  1032.  All 
bank  men.— Ingeesoll,  Vol.  II,  p.  260. 
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Congress  was  to  reserve  the  right  to  allow  the  government 
to  subscribe  $5,000,000  later.*  The  committee's  report  was 
accepted,  and  the  bill  was  passed  on  the  7th  of  January  by 
a  vote  of  128  to  38,^  most  of  the  Federalists  supporting  it. 
Their  narrow  escape  from  the  Dallas  Senate  bill  had  served 
as  a  lesson  to  them.^  Thus  the  House,  having  lacked  only  one 
vote  of  passing  a  measure  utterly  at  variance  with  the  pres- 
ent one,  after  having  overwhelmingly  defeated  a  similar  bill, 
now,  by  a  more  overwhelming  vote,  adopted  this  measure. 

The  bill  went  at  once  to  the  Senate,  which  attempted 
amendments.*  The  House,  however,  refused  to  agree  to  any 
of  them,  the  Federalists  declaring  that  the  bill  as  it  stood 
was  a  compromise  beyond  which  they  could  not  and  would 
not  go.^  The  Senate  receded  in  every  particular,  and  the 
bill  went  to  the  president,  who  kept  it  for  ten  days  and  then 
returned  it  to  the  Senate  with  his  veto.  In  doing  so  he 
explicitly  waived  the  constitutional  question.  The  proposed 
bank,  he  asserted,  would  not  fulfil  the  purposes  for  which  a 
bank  was  then  needed;  it  would  not  enhance  the  public 
credit,  provide  a  circulating  medium,  "furnish  loans,  or 
anticipations  of  the  public  revenue  ....  during  the  war. "  ® 

For  the  sixth  time  everything  was  recommenced.  The 
Eepublicans  held  a  meeting  to  determine  on  a  bank  which 
would  conform  to  the  president's  wishes.^  This  meeting 
Calhoun  and  his  supporters  were  "especially  invited"  to 
attend.  They  did  so.  A  compromise  between  the  adminis- 
tration plan  and  Calhoun's  was  suggested,  but  it  was  still 

1  A.  of  C,  13th  Cong.,  Vol.  Ill,  pp.  1039, 1040.  2  ibid.,  p.  1044. 

3 "We  were  obliged  to  make  a  bank  or  let  Dallas's  plan  go."  —  Webster  to  E. 
Webster,  Jan.  22, 1815,  Correspondence,  Vol.  I,  p.  250. 

*  Capital  increased  to  $35,000,000 ;  shares  of  $400  instead  of  $100 ;  suspension  to  bo 
allowed  — these  the  most  important.—^,  of  C,  13th  Cong.,  Vol.  Ill,  p.  166,  Jan.  13, 
1815. 

5  Stockton,  of  New  York,  Jan.  18, 1815,  ibid.,  p.  1081. 
0  Messages  and  Papers,  Vol.  I,  pp.  555  f . 

V  Johnson,  of  Virginia,  A.  of  C,  15th  Cong.,  2d  Sess.,  Vol.  IV,  p.  1248. 
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unsatisfactory  to  the  South  Carolinian  and  his  adherents. 
He  thereupon  "  required  further  concessions,  which  were 
refused,"  the  administration  Eepublicans  asserting  that  they 
could  carry  the  bill  without  his  assistance.^  Against  the 
determined  opposition  of  this  little  knot  of  the  party,  Sena- 
tor Barbour,  on  February  6,  introduced  the  new  measure 
drawn  mostly  along  the  lines  of  the  original  Dallas  bill.^ 
A  few  days'  debate  ended  in  its  passage  by  the  Senate 
substantially  unaltered.^  Two  days  later  it  came  up  for  dis- 
cussion in  the  House,  but  the  news  of  peace,  promising  an 
end  to  the  most  urgent  necessities  of  the  government,  gave 
the  whole  question  pause.  On  the  motion  of  Lowndes  the 
bill  was  indefinitely  postponed.* 

3.  After  the  war.  —  The  close  of  the  war  put  an  end  to 
the  opposition  between  Dallas  and  Calhoun,  for  it  was  no 
longer  necessary  to  erect  a  bank  for  the  purpose  of  procuring 
loans.  The  prime  necessity  now  was  to  settle  the  currency, 
which  remained  in  the  utmost  disorder,  and  to  resume  specie 
payments.  Had  it  been  possible  to  persuade  the  state  banks 
to  take  steps  looking  to  resumption,  it  is  conceivable  that  the 
administration's  advocacy  of  a  national  bank  would  have 
ceased.^  But  this  was  not  possible.  Dallas,  therefore,  again 
proposed  that  a  national  bank  be  established,  and  President 
Madison  now  broke  silence  and  in  his  annual  message  sug- 
gested such  an  institution.^ 

1  Calhoun,  Works,  Vol.  Ill,  p.  127;  C.  D.,  Vol.  XIV,  Part  I,  p.  482. 

"iA.  of  C,  13th  Cong.,  Vol.  Ill,  p.  226.  $50,000,000  capital;  $20,000,000  in  treasury 
notes ;  $15,000,000  in  6  per  cent,  stock ;  $5,000,000  in  specie ;  $10,000,000  to  be  subscribed 
by  the  United  States ;  specie  payments  might  be  suspended  by  Congress ;  during  and 
for  one  year  after  the  war  government  was  to  be  empowered  to  borrow  $30,000,000 
from  the  bank  at  6  per  cent,  interest.  The  bank  was  not  to  pay  specie  until  the  first 
Monday  in  April,  1816. 

3  By  a  strict  party  vote.— J&id.,  p.  232,  Feb.  11.  *  Ibid.,  p.  1168. 

sJDallas  to  the  state  banks,  March  13, 1815,  Dallas,  Dallas,  pp.  285-7.  Also  letter 
of  Feb.  20, 1815,  ibid.,  p.  273. 

6  "  If  the  operation  of  the  State  banks  cannot  produce  this  result  [i.e.,  the  estab- 
lishment of  a  general  medium  of  exchange],  the  probable  operation  of  a  National 
Bank  will  merit  consideration." — Messages  and  Papers,  Vol.  I,  p.  566,  Dec.  5, 1815. 


18    The  Second  Bank  of  the  United  States 


When  Congress  met,  Speaker  Clay  appointed  Calhoun 
chairman  of  a  select  committee  to  consider  "  so  much  of  the 
President's  message  as  relates  to  an  Uniform  National  Cur- 
rency." ^  Calhoun  applied  to  Dallas  for  the  treasury's  views 
on  the  subject,  and  in  a  letter  of  December  24  the  secre- 
tary outlined  the  plan  of  the  future  bank.  It  was  on  pre- 
cisely the  same  lines  as  the  old  Bank  of  the  United  States, 
with  additions  and  modifications,  and  it  left  the  Federalists 
no  opportunity  for  offering  an  ingenuous  and  effective  oppo- 
sition.^ On  the  8th  of  January,  1816,  Calhoun  brought  in 
the  bill,^  and  on  the  26th  of  February  opened  the  discussion. 
His  argument  was  to  the  effect  that  resumption  was  absolutely 
necessary,  and  comparatively  easy,  yet  impossible  without  a 
national  bank,  since  the  state  banks  found  too  great  a  profit 
in  the  unsettled  condition  of  the  currency  ever  to  resume. 
"  Those  who  believe  that  the  present  state  of  things  would 
ever  cure  itself,"  he  asserted,  *'  must  believe  what  is  impos- 
sible ;  banks  must  change  their  nature,  ....  before  they  will 
aid  in  doing  what  it  is  not  their  interest  to  do."  * 

The  Federalists  and  the  irreconcilables  among  the  strict 
constructionists  fought  the  bill  pertinaciously,  Webster  head- 
ing one  and  John  Randolph  the  other  party.  The  attack  of 
the  Federalists  was  concentrated  on  two  points:  the  size  of 

1  Committee:  Calhoun;  N.  Macon,  North  Carolina;  James  Pleasants,  Virginia; 
Joseph  Hopkinson,  Pennsylvania ;  Thomas  B.  Robertson,  Louisiana ;  H.  St.  George 
Tucker,  Virginia;  Timothy  Pickering,  Massachusetts.— J.,  of  C,  14th  Cong.,  1st  Sess., 
p.  377. 

21.  Principal  provisions:  (1)  An  exclusive  charter  for  twenty-one  years;  (2) 
capital,  $35,000,000,  with  a  proviso  that  Congress  might  increase  it  to  $50,000,000 ;  (3) 
United  States  to  subscribe  one-fifth  of  the  capital;  (4)  capital  to  consist  three- 
fourths  of  funded  debt,  one-fourth  of  specie. 

II.  Government  of  bank:  (1)  To  be  at  Philadelphia  and  have  branches;  (2) 
twenty-five  directors,  with  thirteen  for  each  branch;  (3)  president  of  the  United 
states  to  appoint  five  of  the  twenty-five  directors;  (8)  the  resident  stockholders, 
being  citizens,  alone  to  vote  for  directors ;  (10)  frequent  statements  to  be  furnished 
to  the  treasury.  , 

III.  Privileges  and  duties:  (2)  Notes  receivable  in  all  payments  to  government; 
(3)  government  transfers  to  be  made  without  charge  to  government. 

IV.  Bonus:  $1,500,000.— I6zd.,  pp.  512  f. 

3  Ibid.,  p.  494.  4  Ihid.,  p.  1064. 
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the  capital  ^  and  the  connection  of  the  government  with  the 
bank.^  The  power  of  the  bank  was  also  represented  as  mon- 
strous, "  almost  irresistible."  ^  Calhoun  answered  with  the 
assertion  that  it  was  desirable  to  have  a  capital  large  enough 
"to  prevent  undue  profit,"  yet  small  enough  to  "prevent  a 
loss  to  the  stockholders,"  and  held  that  a  capital  of  $35,000,- 
000  met  these  conditions.*  The  government's  connection 
was  considered  essential  because  the  bank  was  to  be  inti- 
mately associated  with  the  finances,  was  to  keep  the  public 
deposits  and  to  transfer  the  public  funds,  was  to  pay  pen- 
sions and  to  receive  the  government  dues  from  the  col- 
lectors. The  power  of  appointing  directors  was  held  to  be 
peculiarly  fitting,  because  only  so  could  an  upright  adminis- 
tration of  the  bank  be  assured.^ 

There  was  a  variety  of  other  objections:  The  state  banks 
found  some  defenders,^  but  the  abuses  of  these  were  so  gross 
that  their  supporters  were  compelled  to  adopt  an  apologetic 
tone.  The  constitutional  question  was  hardly  touched, 
everyone  seeming  to  think  that  if  Madison  could  waive  it 
there  was  nothing  further  to  be  said,  while  the  rights  of  the 
states  passed  almost  in  silence. 

The  Federalists  struggled  in  vain.    On  the  28th  of  Feb- 

1  They  wished  a  reduction  to  $20,000,000— Sekgeant,  iUd.,  p.  1066. 

2  HopKiNSON,  ihid.,  p.  1099.      3 Ibid.,  p.  1101,  and  Randolph,  p.  1111. 
^Ibid.,  pp.  1066, 1067. 

5  "  The  National  Bank  ought  not  to  be  regarded  simply  as  a  commercial  bank. 
It  will  not  operate  upon  the  funds  of  the  stockholders  alone,  but  much  more  upon 
the  funds  of  the  nation.  Its  conduct,  good  or  bad,  will  not  afiPect  the  corporate 
credit  and  resources  alone,  but  much  more  the  credit  and  resources  of  the  Govern- 
ment. In  fine,  it  is  not  an  institution  created  for  the  purposes  of  commerce  and 
profit  alone,  but  much  more  for  the  purposes  of  national  policy,  as  an  auxiliary  in 
the  exercise  of  some  of  the  highest  powers  of  the  Government.  Under  such  circum- 
stances the  public  interests  cannot  be  too  cautiously  guarded,  ....  The  right  to 
inspect  the  general  accounts  of  the  bank  may  be  employed  to  detect  the  evils  of  a 
mal-administration ;  but  an  interior  agency  in  the  direction  of  its  affairs  will  best 
serve  to  prevent  them."— Dallas  to  Calhoun,  Dec.  24, 1815,  ihid.,  p.  508.  This  quota- 
tion is  of  interest  as  throwing  light  on  the  conception  of  the  position  of  the  govern- 
ment directors,  which  was  afterward  so  much  disputed  under  Biddle. 

6  HoPKlNSON,  ibid.,  p.  1101 ;  Foksyth,  ibid.,  p.  1143. 
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ruary  it  was  decided  not  to  reduce  the  capital ;  ^  in  March, 
that  the  government  should  hold  stock  in  the  bank,^  and 
that  the  president  and  the  Senate  of  the  United  States 
should  appoint  a  number  of  the  directors.^  On  the  other 
hand,  the  power  of  Congress  to  order  a  suspension  of  specie 
payments  was  recalled,*  as  was  also  the  power  permitting  the 
president  of  the  United  States  to  name  the  president  of  the 
bank,^  that  allowing  the  increase  of  the  capital  to  $50,- 
000,000,^  and  the  right  of  subscription  to  the  capital  in  treas- 
ury notes/  So  much  in  the  way  of  concession  was  granted, 
and  properly  granted,  but  in  regard  to  those  details  of  the 
bill  which  the  Federalists  were  pleased  to  consider  vital 
defects  the  Republicans  would  not  yield  an  iota.  They 
were  encouraged  to  stand  firm  by  the  dissension  which 
existed  in  the  Federalist  ranks.  Webster  was  apparently  in 
irreconcilable  opposition,  but  many  members  of  his  party 
from  the  middle  and  southern  states,  where  the  evils  of  the 
financial  situation  appealed  even  to  the  dullest,  refused  to 
follow  him,  and  a  keen  and  galling  exchange  of  criminations 
and  recriminations  between  these  two  wings  closed  the  final 
debate  in  the  House.** 

On  the  14th  of  March  the  bill  passed  by  a  vote  of  80  to 
71.^  It  went  to  the  Senate  the  next  day  and  was  debated 
there  on  the  25th.  Jeremiah  Mason,  of  New  Hampshire, 
and  Rufus  King,  of  New  York,  led  the  opposition.  But  the 
Senate,  in  those  days  a  body  of  much  speedier  action  than 
the  House,  would  not  suffer  any  amendments  touching  the 
essentials  of  the  bill,  though  slight  and  unimportant  changes 

1  A.  of  C,  14th  Cong.,  1st  Sess.,  p.  1108.   Motion  to  reduce— vote,  49  to  74. 

2  J6id.,  p.  1119.  Motion  that  government  should  not  hold  stock— vote,  38  to  61. 
March  1. 

3  J6id.,  p.  1139.  Motion  against  power  to  appoint— vote  64  to  79.   March  5. 
iJbid.,  p.  1158.  "  By  a  very  large  majority."   March  7. 

6  76id.,  p.  1152.  Vote,  80  to  46.   March  6.  6  jftjd.,  p.  1109.   Feb.  29. 

7/6id.,p.ll36.  March  4.  8  jfoid.,  pp.  1339-43.  9  J6id.,  p.  1219. 
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were  made.  The  Republicans  feared  that  the  measure  would 
be  lost  if  anything  further  was  done.^  The  Senate  passed 
the  bill  on  the  3d  of  April ;  ^  the  House,  with  little  debate, 
concurred  in  all  the  amendments  ^  and  forwarded  it  to  the 
president,  who  signed  it  on  the  10th.  Thus,  after  seven 
attempts,  after  more  than  two  years  of  almost  constant 
endeavor,  the  bank  was  established,  in  its  final  form 
resembling  the  old  Bank  of  the  United  States  and  that 
project  which  Madison  had  vetoed  a  little  more  than  a  year 
before.* 

1  J6id.,p.238.  Bibb, of  Georgia.       2  J6id., p. 281.  Vote,22tol2.      3  jftid.,  p.i344. 

4  Calhoun  was  the  decisive  agent  in  securing  the  charter :  "  I  might  say  with 
truth,  that  the  bank  owes  as  much  to  me  as  to  any  other  individual  in  the  country ; 
and  I  might  even  add  that,  had  it  not  been  for  my  efforts,  it  would  not  have  been 
chartered."— Calhoun  in  the  Senate,  1834;  Benton,  Thirty  Years,  Vol.  I,  p.  414. 

See  Appendix  I  for  the  charter. 
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THE  ADMINISTRATION  OF  WILLIAM  JONES 

On  the  first  Monday  of  July,  1816,  the  subscriptions  to 
the  capital  stock  began  at  twenty  different  places  throughout 
the  Union  and  continued  for  twenty  days.  No  particular 
eagerness  to  secure  the  stock  was  shown,^  and  when  the 
returns  were  made  it  was  found  that  over  $3,000,000  were 
still  unsubscribed.  Hereupon  Stephen  Girard,  much  to  the 
relief  of  the  president  and  the  secretary  of  the  treasury, 
subscribed  for  the  entire  amount.^ 

Organization  immediately  followed.  It  was  the  general 
expectation  that  the  bank  would  be  Republican,  and  the 
administration  hoped  to  make  it  so.^  Accordingly,  President 
Madison  named  all  the  government  directors  from  his  own 
party,*  and  both  Madison  and  Dallas  strove  for  the  election  of 
a  Republican  politician  as  president  of  the  bank.  This  was 
William  Jones,  recently  secretary  of  the  navy  and  secretary 
pro  tempore  of  the  treasury.^  The  stockholders,  less  par- 
tisan than  the  administration,  named  ten  Federalists  and  ten 
Republicans.^    Jones  was  then  elected  president,  and  Jona- 

1  Dallas  to  Madison,  July  7, 1816,  Dallas,  Dallas,  p.  459. 

2NiLES,  Vol.  XI,  p.  16,  quoting  a  Philadelphia  paper  of  Aug.  27.  Dallas  writing 
to  Madison,  same  date,  says :  "  The  bank  subscription  is  filled.  The  deficit  of  the 
general  returns  ($3,000,000)  was  taken  by  Mr.  Grirard  in  a  single  line,  to  the  great  dis- 
appointment of  the  brokers  and  speculators.  I  congratulate  you  upon  this  event." — 
Dallas,  Dallas,  p.  471. 

3  "  There  is  little  doubt  of  the  organization  of  the  bank  being  Republican,  and 
friendly  to  the  government." — Dallas  to  Madison,  Aug.  27, 1816,  ihid. 

*They  were  Wm.  Jones,  Stephen  Girard,  and  Pierce  Butler,  of  Philadelphia,  Jas. 
A.  Buchanan,  of  Baltimore,  and  John  Jacob  Astor,  of  New  York.— Niles,  Vol.  X,  p. 
198;  Dallas  to  Madison,  July  7,  1816,  Dallas,  Dallas,  p.  459;  Madison  to  Dallas, 
July  18, 1816,  ibid.,  p.  462. 

5 Dallas  to  Madison,  July  23, 1816,  ibid.,  p.  464;  same  to  same,  Aug.  3,  p.  466.  "I 
am  very  glad  to  learn  ....  that  his  prospect  of  being  at  the  head  of  the  institution 
had  become  favorable."— Madison  to  Dallas,  Aug.  7,  ibid.,  p.  468. 

6  Niles,  Vol.  XI,  p.  176. 
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than  Smith,  of  Philadelphia,  cashier.^  By  the  7th  of  Decem- 
ber, 1816,  directors  were  appointed  for  offices  at  Boston, 
New  York,  Baltimore,  Charleston,  and  New  Orleans,^  and  by 
March  sixteen  cities  had  been  selected  as  sites  for  offices  in 
addition  to  Philadelphia.^ 

The  bank's  immediate  task  was  to  secure  the  resumption 
of  specie  payments.  At  first  the  government  had  believed 
itself  capable  of  compelling  the  state  banks  to  resume.  As 
early  as  March,  1816,  Dallas  had  made  to  these  banks 
proposals,  which  were  very  advantageous  to  them*  but 
were  nevertheless  promptly  declined.  The  establishment  of 
the  bank  and  the  passage  of  Webster's  joint  resolution  of 
April  30,  1816,  requiring  that  after  the  20th  of  the  succeed- 
ing February  all  payments  to  the  United  States  should  be 
made  either  in  gold  and  silver,  "or  in  treasury  notes,  or  in 
the  notes  of  the  Bank  of  the  United  States,  or  in  notes  of 
banks  payable  and  paid  on  demand  in  specie,"^  gave  the 
government  further  hope  of  making  its  will  effective.  Con- 
sequently, on  the  22d  of  July,  Dallas  issued  a  new  circular 
proposing  that  the  state  banks,  beginning  with  October,  should 
resume  to  the  extent  of  paying  specie  for  all  their  notes  of  a 
smaller  denomination  than  $5.^  The  banks  again  refused, 
declaring  that  they  would  not  resume  until  July  1,  1817.^ 
Dallas  despaired,  writing  to  Madison  that  the  success  of  the 
state  banks  in  postponing  resumption  was  "not  a  little  to  be 
apprehended."^  Crawford,  who  succeeded  Dallas  in  Octo- 
ber, made  a  final  attempt,  issuing  a  circular  to  the  banks  on 

1  Ibid.  2 Ibid.,  pp.  238,  239. 

3  Besides  those  named  above,  Washington,  Richmond,  Savannah,  Norfolk,  Lex- 
ington, Ky.,  Cincinnati,  Portsmouth,  N.  H.,  Providence,  Middletown,  Conn.,  Chilli- 
cothe,  O.,  and  Pittsbiirg. 

4  Dallas,  Dallas,  p.  285,  March  13, 1815. 

5  A.  of  C,  14th  Cong.,  1st  Sess.,  Vol.  I,  pp.  1440, 1919.  6  NiLES,  Vol.  X,  p.  376. 

7  Aug.,  1816,  tbid.,  p.  423,  quoting  The  National  Intelligencer,  stating  the  action 
of  the  banks  of  New  York,  Philadelphia,  and  Baltimore.  The  other  banks  took 
equally  discouraging  action.— Secretary  Dallas's  Eeport,  Dec.  3, 1816,  F.,Yol.  Ill,  p.  132. 

8  Dallas,  Dallas,  p.  472,  Sept.  6, 1816. 
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the  20th  of  December,  proposing  substantial  inducements  if 
they  would  resume  by  February  20,  1817.'  "This  advan- 
tageous proposition  was  declined  without  hesitation. "  ^  Craw- 
ford concluded  that  the  government  could  not  compel  the 
banks  to  resume  by  the  20th  of  February,  and  therefore 
remitted  the  undertaking  to  the  bank.^ 

The  situation  was  extremely  critical  for  both  the  govern- 
ment and  the  bank.  Without  the  consent  of  the  state  banks 
the  government  could  not  possibly  collect  its  revenues  after 
February  20,*  because  it  could  not  evade  the  joint  resolution; 
and  yet  that  resolution  would  be  of  no  effect  in  securing 
specie  or  specie-paying  paper.  The  bank  for  its  part  was 
legally  bound  to  incur  considerable  risk,  since  it  was 
necessitated,  under  penalty  of  forfeiting  its  charter,  to  go 
into  operation  by  the  first  Monday  in  April,  1817.^  Between 
this  date  and  July  1  it  was  quite  possible  that  the  state 
banks  would  draw  from  it  so  much  specie  as  to  embarrass 
the  bank  and  thwart  the  policy  of  resumption.  It  was  neces- 
sary, therefore,  to  make  substantial  concessions  to  the  state 
banks,  if  the  government's  plans  were  to  be  carried  out. 

On  the  1st  of  February,  1817,  at  the  invitation  of  the  Bank 
of  the  United  States,  the  representatives  of  the  associated 
banks  of  Philadelphia,  New  York,  Baltimore,  and  Richmond 
met  in  convention  with  its  agents  and  discussed  the  subject. 
The  result  was  that  on  the  same  day  these  representatives 
agreed  to  recommend  to  their  directorates  to  resume  on  the 

1  At  this  time  state  banks  held  over  $11,000,000  in  public  deposits.  For  Craw- 
ford's circular  see  F.,  Vol.  IV,  p.  283. 

2  Crawford  to  the  Senate,  Feb.  25, 1823,  ihid.,  p.  266.  See  answers  to  the  proposi- 
tion by  the  state  banks,  ihid.^  pp.  974-80,  passim.  Crawford  thought  this  refusal 
meant  that  the  banks  did  not  intend  to  resume. — To  Jones,  Jan.  6, 1817,  ibid.,  p.  496. 

3  Crawford  to  Jones,  Jan.  16, 1817,  ibid. 

4  "  It  is  manifest  that,  without  the  State  banks  can  be  brought  into  an  arrange- 
ment by  which  their  paper  can  be  received  in  payment  of  taxes,  there  will  be  no 
medium  upon  the  20th  of  February  next  in  which  those  dues  can  be  paid."— Craw- 
ford to  Jones,  Jan.  24, 1817,  ibid.,  p.  497 ;  see  also  ibid.,  p.  767. 

6  Section  22  of  charter.  Appendix  I. 
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20th  of  February  in  return  for  the  following  inducements  on 
the  part  of  the  Bank  of  the  United  States : 

1.  Any  of  these  banks  indebted  to  the  Bank  of  the  United 
States  might  liquidate  the  indebtedness  by  checks  on  other 
banks,  parties  to  the  agreement. 

2.  The  Bank  of  the  United  States  would  be  responsible  to 
the  government  for  the  public  deposits  held  by  the  state 
banks,  but  the  actual  transfer  of  the  funds,  over  $8,800,000, 
was  not  to  be  made  until  July  1,  when  the  state  banks  should 
pay  them  with  interest. 

3.  Other  balances  accumulating  against  the  state  banks 
were  not  to  be  called  for  until  the  Bank  of  the  United  States 
had  discounted  for  individuals  ("other  than  those  having 
duties  to  pay"),  in  New  York  and  Philadelphia,  $2,000,000 
each ;  in  Baltimore,  $1,500,000 ;  in  Virginia,  $500,000. 

4.  The  amount  of  these  discounts  not  taken  by  individu- 
als might  be  taken  by  the  banks  of  the  respective  places. 

5.  The  Bank  of  the  United  States  and  the  state  banks 
would  mutually  support  each  other  in  any  emergency.^ 

The  agreement  was  gladly  sanctioned  by  the  secretary 
of  the  treasury,  since  its  principal  object  was  to  furnish  a 
currency  in  which  to  pay  taxes.  In  so  far  as  the  state 
banks  were  concerned,  the  articles  were  also  very  satisfac- 
tory, giving  them  time  to  reduce  in  order  to  pay  public 
funds  whose  immediate  payment  might  have  ruined  them.^ 
For  the  Bank  of  the  United  States,  however,  the  articles 
were  not  so  favorable.  They  bound  it  to  meet  government 
demands  on  funds  still  held  by  the  state  banks,  and  not  to 
collect  balances  arising  in  the  ordinary  course  of  business 
until  it  had  loaned  $6,000,000  to  individuals,  not  having 
duties  to  pay,  or  to  the  state  banks.  This  stipulation  forced 
the  bank  to  make  large  loans,  whether  it  was  justified  in 

1  Appendix  II. 

2  President  State  Bank  of  Boston  to  Crawford,  Jan.  25,  1817,  F.,  Vol.  IV,  p.  982; 
President  City  Bank  of  New  York  to  same,  Feb.  19, 1817,  ihid.,  p.  987. 


26    The  Second  Bank  of  the  United  States 


doing  so  or  not,  and  at  the  same  time  estopped  it  from  secur- 
ing specie  from  the  state  banks,  while  giving  to  them  the 
power  to  draw  specie  from  it,  since  a  large  amount  of  its 
notes  would  be  put  in  circulation  in  discounting  $6,000,000. 
The  article  guaranteeing  mutual  protection  would  have  pre- 
cisely the  same  effect;  for,  since  the  Bank  of  the  United 
States  was  strong  and  the  state  banks  weak,  the  clause 
simply  meant  that  the  national  bank  should  support  them. 
It  is  obvious,  in  short,  that  the  entire  agreement  might  prove 
extremely  embarrassing  to  the  bank,  no  matter  how  pleasing 
it  was  to  the  treasury  and  state  banks.  The  bank,  however, 
had  secured  what  the  treasury  could  not — an  agreement  to 
resume  specie  payments  on  February  20,  and  this  was  its 
one  notable  service  to  the  country  in  its  first  years.  The 
resumption  of  the  banks  in  the  large  cities,  and  the  pressure 
of  the  treasury  and  the  Bank  of  the  United  States,  forced 
the  banks  of  the  interior  to  resume  as  well ;  and  thus  resump- 
tion was  general. 

The  most  pressing  question  after  resumption  was  that  of 
the  transfer  of  the  government  deposits.  The  arrangement 
of  the  1st  of  February  had  fixed  the  1st  of  J uly  as  the  date 
on  which  the  transfer  should  take  place  from  the  banks  along 
the  Atlantic  coast,  but  it  was  felt  that  in  the  case  of  the 
interior  banks  more  leniency  was  necessary,  if  numerous 
failures  were  not  to  result.^  The  bank  therefore  proposed  to 
the  state  institutions  of  the  interior  to  be  itself  responsible 
to  the  United  States  for  the  public  deposits  held  by  them,  on 
condition  that  they  would  pay  these  off  on  the  1st  of  August, 
interest  to  be  charged  from  the  first  day  of  April,  1817.  Or 
the  banks  might  pay  in  seven  monthly  instalments,  begin- 
ning with  the  month  of  May,  1817,  with  interest  from  April 
1.^    A  number  of  the  banks  willingly  accepted  these  condi- 

1  Crawford  to  Jones,  March  17, 1817,  F.,  Vol.  IV,  p.  509. 

2  J.  Smith  to  Committee  of  western  Pennsylvania,  Virginia,  and  eastern  Ohio 
Banks,  April  3, 1817,  ibid.,  pp.  788,  789. 
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tions.  Some,  however,  in  the  eastern  part  of  Ohio  and  the 
western  parts  of  Pennsylvania  and  Virginia,  scornfully- 
rejected  them  because  they  did  not  perceive  "  that  any 
advantages  could  result  to  the  banks  "  of  that  portion  of  the 
Union. ^  A  refusal  so  impudent  of  what  was  purely  a  favor 
on  the  part  of  the  Bank  of  the  United  States  exhibits  its  dif- 
ficulties and  the  boundless  claims  of  these  petty  institutions/ 
The  success  of  the  bank  in  the  agreement  of  the  1st  of 
February  and  in  its  dealings  with  most  of  the  banks  of  the 
interior  was  intensely  gratifying  to  Secretary  Crawford,  who 
expressed  his  pleasure  to  President  Jones.  At  last  the  gov- 
ernment had  a  common  medium  in  which  the  people 
"  might  discharge  their  taxes,"  in  which  to  collect  its  dues 
and  pay  its  debts,  while  the  country  was  in  possession  of  a 
sound  currency.^  It  was  now  presumed  that  the  course  of 
public  finance  and  of  business  enterprise  would  be  easy  and 
plain.  Yet  there  was  much  to  show  that  the  bank  was  still 
confronted  with  enormous  difficulties.  The  business  situation 
was  not  one  to  beget  confidence.  The  changed  conditions 
resulting  from  the  cessation  of  the  war  with  Great  Britain 
had  led  to  enormous  importations  of  English  goods,  to  over- 
trading in  all  lines,  to  excessive  issues  of  bank  paper,  and  to 
a  consequent  inflation  of  prices.  Conservative  management 
was  therefore  absolutely  necessary. 

1  Jones  to  Crawford,  April  30, 1817,  ihid.^  p.  787;  Committee  of  western  Pennsyl- 
vania, Virginia,  and  eastern  Ohio  Banks  to  Smith,  April  14,  1817,  ibid.,  p.  788. 
Various  arrangements  seem  to  have  been  made  with  the  western  banks.  Some  of 
them  did  not  pay  interest  on  the  balances  until  the  1st  of  July.  "The  western 
banks,  which  have  enjoyed  an  immunity  from  the  payment  of  interest  from  the  20th 
of  February  to  the  1st  instant."— Crawford  to  Chillicothe  Bank,  July  23, 1817,  ibid.^ 
p.  544. 

2  Most  of  the  public  money  was  with  the  banks  of  the  middle  states.  Slight  mis- 
understandings occurred  even  with  eastern  banks,  as  in  the  case  of  the  State  Bank  of 
Boston,  ibid.^  p.  770,  and  the  Kennebec  Bank  of  Maine,  ibid.,  p.  813. 

3 "The  great  objects  which  the  supporters  of  the  bank  charter  expected  from 
that  institution  have  already  been  realized.  The  vitiated  state  of  the  currency  has 
been  restored,  the  rate  of  exchange  has  been  equalized  in  every  part  of  the  nation,, 
and  the  great  interests  of  commerce  substantially  promoted," —  Crawford  to  Jones* 
July  3, 1817,  ibid.,  p.  539. 
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In  these  circumstances  the  directorate  showed  little  dis- 
cretion. It  is  true  the  government  urged  as  early  a  partici- 
pation in  business  as  possible,  sanctioned  the  agreement  of 
the  1st  of  February,  and  itself  secured  the  first  of  all  the 
bank's  loans  in  December,'  while,  largely  for  its  benefit,  indi- 
viduals were  accommodated  early  in  January.'*  In  so  far  the 
government  must  share  the  responsibility  with  the  bank.  In 
March  discounts  were  $9,436,000,  while  the  circulation  was 
$4,565,398.^  The  agreement  of  February  1  was  now  in 
effect,  but  the  figures  prove  loans  far  in  excess  of  what  was 
demanded  by  that  agreement.  The  Bank  of  the  United 
States  had,  in  fact,  started  on  a  career  of  rapid  expansion, 
urged  thereto  by  the  government,  and  by  the  briskness  of 
trade  and  the  opportunities  for  favorable  investment.  In 
April,  with  six  branches  in  operation,  its  productive  funds 
amounted  to  $46,879,679,  half  of  which,  however,  was  in  gov- 
ernment stock.  Though  the  discounts  were  undoubtedly  too 
extended,  the  action  of  the  government  in  July  led  to  a 
further  expansion,  for  in  that  month  the  treasury  redeemed 
over  $13,000,000  of  the  public  stock  in  the  possession  of  the 
bank.*  The  directors  complained  bitterly  that  they  were 
thus  forced  to  grant  further  discounts,  apparently  being  of 
the  opinion  that  they  were  bound  to  secure  large  dividends, 
a  most  remarkable  criterion  by  which  to  regulate  the  busi- 
ness of  a  bank.^ 

There  were  several  circumstances  in  the  bank's  situation 
at  this  moment  which  should  have  warned  all  concerned  that 
it  was  not  running  a  safe  course.  The  amount  of  specie  in 
its  vaults  was  excessively  meager.    Yet  at  no  other  period 

1  Smith  to  Crawford,  Jan.  4, 1817,  F.,  Vol.  IV,  p.  764.   The  sum  was  $500,000. 

2  Jan.  7, 1817,  ibid..  Vol.  Ill,  p.  307;  report  of  committee  of  1819;  Lowndes,  A.  of 
a,  15th  Cong.,  2d  Sess.,  Vol.  IV,  p.  1298. 

3F.,Vol.  Ill,  p.  319. 

4  $13,043,767.13.  — Report  of  the  treasurer  of  the  United  States,  ibid.,  pp.  228,  229. 
sin  July  the  bank  paid  its  first  semi-annual  dividend.   The  rate  was  2.6  per 
cent— Ibid.,  pp.  380,  381. 
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of  its  existence  was  it  more  bound  by  the  exigencies  of  the 
situation  —  by  the  over-issues  of  the  state  banks,  by  the 
inflation  of  the  currency,  by  the  almost  total  lack  of  coin 
outside  its  own  vaults — to  keep  on  hand  a  large  stock  of  the 
precious  metals.  Nevertheless,  in  April,  1817,  the  amount 
was  only  $1,811,839,  while  as  late  as  July,  after  the  pay- 
ment of  the  third  instalment  to  its  capital,  it  aggregated 
only  the  pitiably  inadequate  sum  of  $2,129,368.  At  this 
moment  the  bank  should  have  held  at  least  twice  the  amount.^ 
At  no  time,  however,  during  the  first  two  years  of  its  exist- 
ence did  its  specie  holdings  reach  $3,000,000.^  The  location 
of  its  loans  ought  also  to  have  caused  suspicion.  Although 
twelve  offices  were  doing  business  in  July,  1817,  three-fifths 
of  the  loans  were  made  at  Philadelphia  and  Baltimore,^  and 
the  same  state  of  affairs  existed  in  October,  when  these  two 
offices  discounted  over  $21,000,000  out  of  a  total  of  $33,000,- 
000.*  If  the  other  thirteen  offices  then  in  active  operation 
had  discounted  to  anything  like  this  extent,  the  loans  of  the 
bank  would  have  been  far  in  excess  of  $100,000,000. 

Nevertheless,  no  check  was  attempted,  and  the  close  of 
its  first  year  apparently  left  the  bank  in  a  very  flourishing 
condition,  a  semi-annual  dividend  of  4  per  cent,  being 
declared  in  January,  1818.^    In  March  the  investments  were 

1  Under  the  charter  $7,000,000  of  the  capital  should  have  been  in  specie,  and  at 
least  $4,500,000  should  have  been  in  its  possession  in  January,  1817,  before  beginning 
active  operations. 

2  Specie  held  (cents  omitted) : 

1817  1818  1819 

January    -      -      -  $1,160,072  $2,184,088 

April     -      -      -        1,811,839  $2,357,137 

October    -      -      -  2,129,368 

December    -      -        2,271,611  2,666,696 

— Vol.  Ill,  p.  345. 

3  Total  discounts,  $25,770,120;  discounted  at  Philadelphia,  $10,533,120;  at  Balti- 
more, $5,224,041.— J6zd.,  p.  352.  The  offices  then  in  operation  were  those  at  Phila- 
delphia, New  York,  Baltimore,  Boston,  Washington,  Eichmond,  Savannah,  Norfolk, 
New  Orleans,  Cincinnati,  Lexington,  and  Charleston. 

4  At  Philadelphia,  $12,686,601;  at  Baltimore,  $8,405,902.  — J6M.,  p.  353.  Offices 
had  been  added  since  July  at  Portsmouth,  N.  H. ;  Providence,  R.  I. ;  and  Middle- 
town,  Conn. 

5I6id.,  p.  382. 
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still  mounting,  being  then  $50,657,083.64,  over  $41,000,000 
of  which  consisted  of  loans  and  exchange.  In  July  the 
number  of  active  offices  was  nineteen,*  and  the  "total  loans" 
had  increased  to  $52,078,203.58;  the  circulation  to  $9,045,- 
216.35. 

At  this  point,  however,  the  forward  movement  was 
checked,  the  bank's  business  began  to  diminish,  and  it  was 
evident  that  something  was  wrong.  In  November  the  total 
accommodations  were  $44,115,078.59,  about  $8,000,000  less 
than  in  July,  while  circulation  had  fallen  to  $7,286,069.49, 
almost  two  millions  less  than  in  July.  The  bank  was,  in 
fact,  plunged  into  the  most  serious  embarrassments,  and  was 
struggling  to  save  itself.  The  situation  was  the  result  of 
certain  causes  which  had  been  steadily  at  work  from  the 
first.  Three  of  these  were  of  prime  importance :  mismanage- 
ment, the  state  of  the  currency  in  1817-19,  and  speculation 
and  fraud  at  Philadelphia  and  Baltimore. 

Blind  ignorance  was  probably  the  chief  factor  in  putting 
the  bank  in  peril.  President  Jones's  conception  of  the  bank's 
management  was  essentially  mistaken.  Though  he  rightly 
regarded  the  bank  and  its  branches  as  one  system,  to  be  admin- 
istered as  a  unit,  he  did  not  think  it  necessary  to  fix  the  capi- 
tals for  the  branches  and  keep  them  fixed,  compelling  the 
offices  to  settle  their  accounts  periodically  and  to  furnish 
funds  by  bills  of  exchange  or  transfer  of  specie  when  they 
drew  for  funds  by  the  issue  of  bank  notes  or  the  selling  of 
drafts.^    The  attempt  to  manage  the  institution  in  accordance 

1  Fayetteville,  N.  C,  Chillicothe,  O,,  Louisville,  Ky.,  and  Pittsburg,  Pa.,  had 
been  added— i^.,  Vol.  Ill,  p.  354. 

2  "The  Bank  of  the  United  States  is  integral  in  its  organization,  but  indivisible 
in  its  interests.  Its  offices,  although  distantly  located,  have  no  analogy  to  institu- 
tions established  by  local  authority,  and  the  apparent  interest  of  any  particular 
office  must  necessarily  be  subordinate  to  the  general  interest."— Jones  to  the  Savan- 
nah Branch,  Dec.  5, 1817,  ibid.,  p.  335. 

"  Your  board  will  please  observe,  sir,  that  it  is  no  part  of  the  system  of  the 
parent  board  to  give  a  definite  capital  to  the  respective  offices,  to  be  employed  for 
the  benefit  of  their  several  districts ;  but  to  extend  or  control  their  operations,  as  the 
exigencies  of  commerce,  the  requisitions  of  the  Government,  and  the  general  interest 
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Operations  of  the  Bank,  February,  1817,  to  January,  1819 
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with  this  conception  left  the  bank  without  a  rational  plan  of 
operations.    There  was  "a  perfect  want  of  system."  * 

It  need  hardly  be  added  that  Jones  did  not  stand  alone 
in  his  ignorance,  the  directors  both  at  Philadelphia  and  at 
the  branches  being  his  peers  in  this  respect.  Moreover,  the 
officers  and  the  boards  of  the  southern  and  western  branches 
were  incompetent  and  disobedient.  All  were  swayed  by 
local  interests  in  making  discounts  ^  and  did  not  understand 
the  proper  rules  of  safe  banking,  renewing  notes  over  and 
over  again,^  loaning  on  mortgages,  inventing  "  race-horse  " 
bills,*  and  issuing  notes  and  drafts  without  furnishing  the 
means  for  their  redemption.  The  losses  at  the  branches 
resulting  from  improper  management  were  enormous.^ 

A  flagrant  example  of  culpable  ignorance  or  worse  was 
the  system  of  stock  loans.  The  board  at  Philadelphia  dis- 
counted on  the  bank's  stock  at  25  per  cent,  in  advance  of  its 
par  value.  ^  This  was  certainly  objectionable,  and  the  stock 
loans  were   reprehensible  for  several  additional  reasons: 

of  the  institution  shall  from  time  to  time  direct."— Jones  to  Charleston  Branch,  Feb. 
6, 1818,  F.,  Vol.  Ill,  p.  335. 

1  James  C.  Fisher  to  Rufus  King,  Jan.  11, 1819,  Life  and  Correspondence  of  Bufus 
King,  Vol.  VI,  p.  150. 

2  "  We  have  too  many  branches,  and  the  directors  are  frequently  governed  by 
individual  and  local  interests  and  feelings."— Cheves  to  Crawford,  May  27,  1819, 
Cheves,  Exposition,  Oct.,  1822,  p.  73. 

3  "  It  was  proven  that  this  note  had  been  sent  to  the  office  at  Chillicothe,  to 
renew  a  note  which  had  been  five  or  six  times  previously  renewed  by  the  same  par- 
ties."—11  Wheaton,  433.  See  a  similar  case  of  a  note  renewed  "  every  60  days  "  from 
Dec,  1817,  to  Feb.  1,  1820, 1  Petees,  615. 

*That  is,  the  payment  of  one  bill  of  exchange  by  the  purchase  of  a  new  one. 
Thus  a  bill  sent  from  New  Orleans  to  Nashville  for  collection  would  not  be  col- 
lected ;  but  instead  the  Nashville  office  would  allow  the  debtor  to  draw  a  new  bill  on 
another  office.  The  bills  kept  running  to  and  fro  without  being  paid,  and  hence 
were  called  "  racers  "  or  "  race-horse  "  bills. 

5  "  A  different  management  of  several  offices  would  in  the  business  of  each  have 
saved  and  gained  more  than  would  have  paid  five  thousand  dollars  per  year  to  each 
president  of  the  branches.  Nay  there  is  no  calculating  the  actual  loss  and  the  loss 
of  gain  the  bank  has  sustained  by  the  want  of  competent  and  confidential  men  at  the 
head  of  the  branches."— Cheves  to  Crawford,  M-ay  21, 1S19,  Exposition,  v-  73. 

6  It  was  necessary,  however,  to  have  collateral  security  for  the  excess  of  25  per 
ceut.—F.,  Vol.  Ill,  pp.  341,  342. 
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They  were  frequently  renewed/  and  renewed  by  the  presi- 
dent and  cashier  without  the  intervention  of  the  board,  the 
directors  not  only  granting  this  power,  but  placing  the  sum 
of  $2,000,000  at  the  disposal  of  the  executive  ojfficers  for  the 
purpose  of  making  new  stock  loans. ^  The  granting  of  such 
loans  tied  up  the  capital  of  the  bank  and  placed  it  in  peril 
in  case  of  a  fall  in  the  price  of  the  stock.  Finally,  the  dis- 
counts thus  made  were  most  commonly  to  speculators  and 
brokers,^  and  were  frequently  excessive  in  amount,  loans 
being  made  to  individuals  for  sums  of  $365,000,  $400,000, 
and  $1,800,000.* 

The  western  and  southern  offices  were  suffered  lo  extend 
their  discounts  at  pleasure,  since  under  Jones's  "  system  " 
their  capitals  were  not  fixed,  and  they  traded  without  any 
limit  in  that  respect.  This  was  bad  enough ;  but  worse  fol- 
lowed, for  every  restriction  on  their  operations  was  removed 
by  the  adoption  of  a  plan  to  regulate  the  currency,  com- 
mendable in  itself,  but  impossible  of  execution  in  the  exist- 
ing state  of  business.  This  was  the  attempt  to  pay  the 
notes  of  all  the  branches  wherever  presented.  The  object 
was  to  establish  a  currency  of  uniform  value  —  a  currency 
which  would  not  be  depreciated,  no  matter  how  far  it  wan- 
dered from  its  place  of  issue,  because  convertible  wherever 
the  bank  had  a  branch.  For  a  time  this  result  was  secured. 
Unfortunately  a  depreciated  state-bank  currency,  universal 
over-trading,  and  the  course  of  exchange  did  not  permit  this 
laudable  measure  to  be  successfully  continued.    The  state  of 

1  Out  of  stock  loans  for  $8,046,932.64  at  least  $5,231,267.60  was  constantly  renewed. 
—lUd.,  p.  337. 

2  Sums  of  $500,000  were  voted  at  various  times  for  this  purpose,  from  Aug.  12  to 
Sept.  9, 1817.— I6id.,  p.  346.  The  loans  on  bank  stock  ran  from  $9,913,277  in  Oct.,  1817, 
to  $10,335,211.46  in  Oct.,  1818,  when  the  resolutions  were  rescinded.  For  authority 
to  president  and  cashier  to  loan,  see  ^6^ci.,  p.  341. 

3  Tyler,  A.  of  C,  15th  Cong.,  2d  Sess.,  Vol.  IV,  p.  1311. 

4TYJLEE,  i6id.,  p.  1316.  Lowndes,  a  consistent  friend  of  the  bank,  condemned 
these  large  loans:  "the  discounts,  with  a  pledge  of  stock,  were,  many  of  them, 
....  excessive  in  amount." — Ibid.,  p.  1292. 
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the  currency  and  the  business  of  the  country  determined 
that  the  course  of  exchange  should  be  almost  constantly  in 
favor  of  the  East  and  North,  and  against  the  West  and  South.^ 
Under  these  circumstances  the  notes  of  the  southern  and 
western  branches  would  not  be  returned  upon  them.  Hence 
they  could  issue  their  paper  without  check.  This  they  did,^ 
and  consequently  piled  up  enormous  loans.  The  Cincinnati 
branch  discounted  over  $1,800,000  in  June,  1818;  that  at 
Lexington,  Ky.,  $1,619,000  in  the  same  month,  and  $1,712,- 
000  in  November  of  that  year.  These  cases  will  serve  to 
illustrate  what  was  going  on  at  every  western  branch  of  the 
bank.^  The  discounts  at  Boston  and  New  York  were  scarcely 
larger  than  those  at  one  of  these  comparatively  insignificant 
western  towns.  Like  extravagance  characterized  the  deal- 
ings of  the  southern  offices.  But  their  notes  had  to  be 
redeemed  somewhere,  namely,  at  the  eastern  offices,  to  which 
the  course  of  exchange  carried  them.  The  result  was  that 
the  business  of  the  eastern  offices  was  almost  destroyed, 
discounts  being  low  and  the  issues  very  inconsiderable. 
They  were  denuded  of  the  little  specie  left  by  speculators 

1 "  The  exchanges  between  the  West  and  the  Atlantic  are  always  against  the 
former,  ....  The  exchanges  between  the  North  and  the  South  run  for  one  portion 
of  the  year  against  the  latter,  and  for  another  in  its  favor." — Report  of  Bank  Com- 
mittee, Dec.  7, 1820,  F.,  Vol.  Ill,  p.  589. 

2  See  Report,  Aug.  26, 1818,  ibid.,  p.  325.  Lowndes  said,  Feb.  20, 1819 :  "  It  was  no 
unfair  account  of  the  practical  operation  of  the  system  of  which  he  was  speaking  [of 
paying  the  bank  notes  indiscriminately]  to  say,  that  it  gave  to  the  branches,  where 
the  exchange  was  unfavorable,  the  entire  disposition  of  the  specie  of  those  branches 
where  the  exchange  was  favorable."— JL.  of  C,  15th  Cong.,  2d  Sess.,  Vol.  II,  p.  1288. 
"The  bills  of  the  corporation,  instead  of  circulating  as  currency,  are  converted  into 
a  medium  of  equal  exchange,  payable  at  sight,  in  any  of  the  Eastern  cities." — Report 
of  Bank  Committee,  Aug.  26, 1818,  F.,  Vol.  Ill,  p.  325. 

3  Discount  and  exchange  (cents  omitted) : 

Cincinnati  Lexington  Chillicothd  Louisville 

1817  1817 

July      ....      $  713,415  $  947,924 

October    -      -      .      -    1,052,615  1,084,148 

1818  1818 

June      ....      $1,836,620  $1,619,969  $565,054  $  938,552 

November       -      -      -     1,867,383  1,712,023  632,256  1,229,520 

—Monthly  Statements  of  the  Bank,  F.,  Vol.  IV,  pp.  351-9. 
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and  state  banks/  and  finally  the  capital  of  the  bank  shifted 
to  the  South  and  West,  and  could  not  be  recovered. 

The  consequences  of  mismanagement  were  such  that, 
when  at  last,  in  July,  1818,  the  central  board  awoke  to  a 
consciousness  of  the  situation,  confusion  had  become  so 
great  that  they  were  absolutely  unable  to  check  the  offices. 
No  attention  was  paid  by  the  southern  and  western  branches 
to  the  reiterated  demands  that  they  should  diminish  their 
business.  In  spite  of  this  disobedience,  the  parent  board 
"  never  removed  one  of  the  offending  directors,  and  took  no 
effectual  step  to  control  them,  until  the  adoption  of  the 
general  resolutions  of  August  28,  1818."  ^ 

Up  to  July,  1818,  the  bank  permitted  the  state  banks  to 
over-trade  and  to  inflate  the  currency  by  the  extension  of 
the  loans  of  the  branches.^  Yet,  even  had  the  bank  man- 
aged its  own  offices  with  foresight  and  according  to  correct 
principles,  it  could  not  have  effected  the  principal  purposes 
for  which  it  was  established,  in  the  southern  and  western 
states,  because  it  lacked  courage  to  insist  upon  the  payment 
of  debts  due  to  it  from  the  state  banks.  These  had  always 
large  balances  against  them  at  the  Bank  of  the  United 
States,  constituting  loans  without  interest  to  these  amounts.* 
Not  being  called  on  for  balances,  they  continually  inflated 
their  issues  and  expanded  their  discounts.^     Moreover,  a 

iTo  the  end  of  December,  1818,  Boston  received  in  specie  $1,622,800;  New  York, 
$6,293,392— J?'.,  Vol.  Ill,  p.  331.  Yet  the  capital  of  these  offices  "  united  was,  at  some 
periods,  less  than  nothing."— Memorial,  Bank  of  the  United  States,  Dec.  7, 1820,  ibid., 
p.  589. 

2  "  And  such  was  the  want  of  firmness  or  of  foresight  in  the  parent  board,  that, 
after  finding  its  repeated  remonstrances  disregarded,  it  never  removed  one  of  the 
offending  directors,  and  took  no  effectual  step  to  control  them,  until  the  adoption  of 
the  general  resolutions  of  August  28, 1818,  forbidding  the  offices  to  draw  on  each 
other."  —  Report  of  Investigating  Committee,  1819,  ibid.,  p.  308. 

3  Ibid.,  p.  307. 

41817,  July,  $2,424,900;  Oct.,  $2,518,669;  1818,  March,  $1,203,874;  July,  $2,463 
1819,  Jan.,  $2,624,797;  July,  $2,908,160.— S'.  D.  128,  25th  Cong.,  2d  Sess.,  p.  308. 

5  In  1818  "  silver  could  hardly  have  been  more  plentiful  at  Jerusalem  in  the  days 
of  Solomon,  than  paper  money  was  in  Ohio,  Kentucky,  and  the  adjoining  regions." — 
Gouge  (Cobbett's  edition),  p.  90. 
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leniency  was  shown  the  state  banks  which  was  not  extended 
to  the  national  one.^  So  many  influential  people  were 
interested  in  the  former  as  stockholders  that  it  was  not 
advisable  to  give  ofPense  by  demanding  payment  in  specie, 
and  borrowers  were  anxious  to  keep  the  banks  in  the  humor 
to  lend.^  Thus  the  Bank  of  the  United  States,  even  when 
it  attempted  to  press  its  claims,  found  insuperable  obstacles 
to  collecting  in  coin.^  Hence  the  state  banks  enjoyed  a 
virtual  immunity  from  the  payment  of  the  vast  majority  of 
their  notes.  In  striking  contrast  to  this  favor  shown  the 
state  banks  was  the  attitude  toward  the  national  bank. 
Banks,  brokers,  and  traders  made  a  business  of  extracting 
coin  from  its  vaults,*  an  operation  facilitated  by  its  faulty 
management  in  permitting  excessive  discounts.  Brokers 
and  bankers  constantly  bought  up  its  notes  and  presented 
them  for  redemption,  drew  specie,  sold  it  at  an  advance, 
bought  bank  notes,  presented  them,  drew  specie,  sold  it,  and 
so  on  ad  infinitum  J' 

It  will  consequently  be  perceived  that  the  bank  could 
neither  keep  the  little  specie  it  began  with  nor  draw  any 

1  The  bank  was  aware  that,  "  as  it  was  professedly  a  specie  bank,  liable,  under  a 
penalty  of  12  per  cent,  per  annum  to  pay  its  notes  on  demand,  the  same  delicacy  and 
forbearance  would  not  be  extended  towards  it  as  to  the  state  banks."— Eaguet, 
"A  Treatise  on  Currency  and  Banking,"  p.  304,  Report  to  Pennsylvania  Senate,  Jan. 
29, 1820. 

2  Ckawfoed,  Report  to  H.  E.,  Feb.  12, 1820,  F.,  Vol.  Ill,  p.  496.  See  also  Craw- 
ford to  Eppes,  Dec.  29,  1818,  ihid.,  pp.  394,  395.  The  city  banks  were  "  sensible  that 
their  power  over  the  community  was  so  great,  that  few  individuals  would  have  the 
boldness  to  make  large  demands  upon  them  for  coin." — Eaguet,  "On  Banking,"  pp. 
302,  303,  Report  to  Pennsylvania  Senate.  Jan.  29, 1820. 

3  "  The  banks,  our  debtors,  plead  inability,  require  unreasonable  indulgence, 
or  treat  our  reiterated  claims  and  expostulations  with  settled  indifference." — 
Jones  to  Crawford,  May  29, 1818,  F.,  Vol.  IV,  p.  845. 

4  "  The  fact  is,  that  the  bills  of  the  bank  are  sought  after  with  avidity  by  banks, 
brokers,  and  India  traders,  in  order  to  draw  the  specie,  which  they  find  it  imprac- 
ticable to  procure  elsewhere  but  in  a  partial  degree  and  with  great  difficulty."— 
Jones  to  Crawford,  June  23, 1818,  ibid.,  p.  854. 

5  So  laudable  was  it  consid  ered  to  aid  state  banks  against  the  national  bank 
that  even  government  collectors  occasionally  used  their  powers  for  this  purpose 
— Letter  from  Savannah  to  cashier  of  the  Bank  of  the  United  States,  quoted  by 
Cheves  to  Crawford,  July  12, 1819,  ibid.,  p.  890;  and  cashier  at  Cincinnati  to  cashier 
of  United  States  bank,  ibid. 
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from  the  state  banks/  It  was,  therefore,  compelled  to 
import  specie,  if  it  wished  to  continue  paying  specie.  To 
this  foolish  task  it  gave  itself  with  something  like  enthu- 
siasm—  foolish  because  the  bank  bought  at  an  advance  in 
Europe  and  sold  at  a  loss  in  the  United  States.  This  was 
bailing  water  with  a  sieve. 

The  censure  due  to  mismanagement  can  be  measured 
only  by  taking  into  account  the  state  of  the  currency  during 
the  early  days  of  the  bank.  When  it  began  operations, 
specie  was  at  an  advance  of  14  per  cent,  in  Boston  and  New 
York,  and  of  6  per  cent,  in  the  West.^  This  premium  should 
have  ceased  on  the  20th  of  February,  and,  if  resumption  had 
been  complete,  it  should  have  ceased  everywhere.  In  May, 
however,  Niles  declared  that,  "  though  our  banks  ostensibly 
pay  specie,  it  is  almost  as  rare  as  it  was  some  months 
ago  to  see  a  dollar.  *  Paper  does  the  business'  still."  ^  In 
July  the  prices  of  bank  paper  show  greater  variation  than 
in  February.*  In  October  Spanish  silver  dollars  were  at  a 
premium  of  1^  per  cent,  in  New  York  city,  and  Niles 
declared  that,  though  the  Bank  of  the  United  States  had 
helped  the  exchanges,  Baltimore  was  still  "  inundated  with 
paper  called  bank  notes,  at  almost  every  depreciated  rate 
from  -I  to  75  per  cent."  ^  On  the  25th  of  the  same  month, 
President  Jones  asserted  that  the  paper  of  the  banks  "  of 
the  interior  of  Pennsylvania "  had  "  as  little  of  the  quality 

1 "  The  facts  which  have  been  stated  prove  that  the  Bank  of  the  United 
states  has  no  domestic  resource  by  which  to  replenish  its  vaults  with  specie." — Jones 
to  Crawford,  May  29, 1818,  F.,  Vol.  IV,  p.  845. 

2  Ihid.,  Vol.  Ill,  p.  334,  Exhibit  20.        3  Niles,  Vol.  XII,  p.  185,  May  17, 1817. 

4  In  New  York  city  Boston  notes  were  at  Vz  per  cent,  and  1  per  cent,  discount ; 
Baltimore,  per  cent. ;  Virginia,  1  and  IVz  per  cent. ;  North  Carolina,  3  per  cent. ; 
South  Carolina,  IV2  per  cent. ;  Georgia,  2  per  cent. ;  Louisiana,  8  per  cent. ;  New  Eng- 
land, 1  to  2  per  cent.— I6id.,  p.  347,  July  19, 1817. 

5  New  Hampshire,  IH  to  2  per  cent,  discount ;  Massachusetts,  par  to  2  per  cent. ; 
Connecticut,  par  to  1  per  cent. ;  Rhode  Island,  1  to  3  per  cent. ;  New  York,  par  to  75 
per  cent. ;  Pennsylvania,  incorporated,  par  to  12  per  cent. ;  unincorporated,  15  to  25 
per  cent. ;  Delaware,  2  to  10  per  cent. ;  Maryland,  Baltimore,  par ;  others,  4  to  20  per 
cent,  (in  Baltimore  itself  others  were  2  to  5  per  cent,  discount) ;  District  of  Columbia, 
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of  money  or  credit  at  this  time  as  it  had  twelve  months 
ago."  ^  In  March,  1818,  Spanish  dollars  bore  a  premium  of 
from  4  to  4^  per  cent,  in  New  York  and  Boston.^  In  Octo- 
ber specie  was  at  6^  to  7  per  cent,  advance  in  Boston,  and 
7  per  cent,  in  New  York.^  By  this  time  the  commercial 
panic  had  fairly  started,  and  all  through  1819  bank  notes 
went  from  bad  to  worse.  In  1820  Crawford  came  forward 
with  the  honest  confession  that  in  "  several  of  the  States  the 
great  mass  of  the  circulation  is  not  even  ostensibly  convert- 
ible into  specie  at  the  will  of  the  holder,"  and  that,  during 
"  the  greater  part  of  the  time  "  since  specie  resumption,  "  the 
convertibility  of  bank  notes  into  specie  has  been  rather 
nominal  than  real  in  the  largest  portion  of  the  Union."  * 
There  are  two  conclusions  :  first,  while  many  of  the  banks 
actually  paid  specie  for  their  notes,  the  specie  was  more 
valuable  than  the  notes;  secondly,  most  of  the  banks  only 
pretended  to  pay  specie. 

Yet  by  the  very  conditions  of  its  existence  the  Bank  of 
the  United  States  was  compelled  to  act  as  if  specie  resump- 
tion was  complete:  it  had  to  pay  specie  for  its  notes  under 
penalty,  if  it  refused,  of  forfeiting  12  per  cent,  on  the  amount 
demanded;  and  to  fail  in  restoring  specie  payments  was  to 
lose  the  very  reason  for  its  existence.  Under  these  circum- 
stances the  bank  should  have  kept  its  dealings  as  restricted 
as  possible,  for,  unless  it  did  this,  it  could  not  enforce  restric- 

Bank  of,  par ;  others  2  per  cent. ;  Virginia,  chartered  banks,  par ;  unchartered,  15  to 
25  per  cent. ;  North  Carolina,  State  Bank,  IH  to  2  per  cent. ;  Newbern  and  Cape  Fear,  3 
to  4  per  cent. ;  South  Carolina,  1  per  cent. ;  Georgia,  2  per  cent. ;  Kentucky,  4  to  7  per 
cent. ;  Tennessee,  7  per  cent. ;  Ohio,  8  to  25  per  cent. ;  Louisiana,  5  to  10  per  cent. ; 
specie,  1  to  lU:  per  cent,  premium  in  New  York.— Niles,  Vol.  XIII,  p.  97,  Oct.  11, 1817. 

1  Jones  to  Crawford,  F.,  Vol.  IV,  p.  820.       2  Same  to  same,  March  9,  ibid.,  p.  832. 

3  Niles,  Vol.  XV,  p.  125,  Oct.  17, 1818. 

Vol.,  Ill,  p.  496,  Report,  Feb.  24,1820.  Raguet,  p.  303,  Report  to  Pennsyl- 
vania Senate,  Feb.  29, 1820,  says :  "  Specie  payments  were  accordingly  nominally 
resumed  on  the  appointed  day.  We  say  nominally,  because  in  point  of  fact,  a  bona 
fide  resumption  did  not  take  place  as  is  evident  from  the  well-known  circumstance, 
that  for  a  long  time  after  that  period,  American  as  well  as  foreign  coins  would 
command  on  the  spot  a  price  in  city  bank  notes  above  their  nominal  value." 
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tion  upon  the  state  banks,  and  without  such  restriction  no 
effective  resumption  was  possible.  The  over-issues  of  the 
banks  would  drive  specie  out  of  the  country  and  compel 
suspension. 

To  mismanagement  and  the  wretched  state  of  the  cur- 
rency were  added  speculation  and  fraud.  When  the  bank 
was  established  the  country  was  passing  through  a  period  of 
reckless  inflation  and  speculation,  in  which  gambling  in  bank 
stocks  was  one  of  the  most  marked  features.  Banks  were 
being  chartered  all  through  the  states,  and  from  1815  to 
1818  there  was  a  perfect  mania  for  them.  "  Wherever  there 
is  a  'church,  a  blacksmith's  shop  and  a  tavern'  seems  a 
proper  site  for  one  of  them!"  says  Niles.^  This  passion  for 
stock  speculation  was  unusually  violent  in  Philadelphia  and 
Baltimore,  and  at  these  places  the  opportunity  for  speculating 
in  stock  of  the  Bank  of  the  United  States  was  seized  at  once. 
At  Baltimore  40,141  shares  were  taken  in  the  names  of 
15,628  persons,  while  at  Philadelphia  twice  the  amount  was 
subscribed  for  by  3,566  persons.^  Most  of  these  shares, 
however,  were  actually  bought  by  a  few  individuals,  who 
placed  them  in  the  names  of  others  in  order  that  they  might 
increase  the  number  of  their  votes  and  thus  control  the  bank.^ 
In  this  way  some  fifteen  persons  in  Baltimore  held  about 
three-fourths  of  the  stock  there,  and  probably  three-fourths 
of  all  the  bank's  stock  were  in  possession  of  less  than  one  hun- 

1  NiLES,  Vol.  XI,  p.  130. 

2  Number  of       Names  in  which        Votes       Number  of  Shares  Taken 

Shares  Taken  Authorized  by  Attorney 

Boston   24,023  364  4,355  8,615 

New  York   20,012  2,641  6,450  12,044 

Philadelphia      -      -      -      88,520  3,566  19,260  37,330 

Baltimore       ....  40,141  15,628  22,187  36,230 

Baltimore  thus  subscribed  for  about  one-seventh  the  stock,  and  had  one-fourth 
the  total  number  of  votes.  Philadelphia  had  nearly  one-third  of  the  stock,  two- 
ninths  of  the  votes.— F.,  Vol.  Ill,  p.  349. 

3  George  Williams,  of  Baltimore,  took  1,172  shares  in  1,172  names— Ibid.,  p.  372. 
By  the  charter  no  stockholder  could  cast  over  thirty  votes,  no  matter  how  much 
stock  he  held,—  Sec.  11,  Art.  1.   See  Appendix  I. 
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dred  persons.^  The  consequences  of  these  tactics  was  that  a 
clique  of  Philadelphia  and  Baltimore  stock-jobbers  controlled 
the  bank  as  soon  as  it  was  organized,  Baltimore  alone  sup- 
plying within  115  of  a  majority  of  all  the  voters  present  at 
the  first  election  for  directors.^  This  little  band  of  gamblers 
attempted,  with  only  too  much  success,  to  direct  the  bank's 
business  so  as  to  manipulate  the  price  of  the  stock  in  the 
open  market.^  The  men  who  took  the  principal  part  in  this 
action  were  directors  of  the  bank,  notably  James  Buchanan, 
George  Williams,  and  Dennis  Smith,  of  Baltimore,  assisted 
by  the  complicity  or  incapacity  of  the  president  of  the  bank 
and  the  cashiers  at  Philadelphia  and  Baltimore.  Jones's 
contemporaries  considered  him  a  man  of  integrity,*  but  it  is 
painfully  evident  that  he  was  absolutely  powerless  to  check 
the  schemes  of  the  gamblers  and  totally  blind  to  his  duty  in 
the  premises.  He  was  so  weak  as  to  permit  Buchanan, 
Smith,  and  Williams  to  make  him  a  present  of  some  $18,000 
profits  on  a  speculation  in  the  stock.  ^   In  addition  he  himself 

1  The  subscribers  at  Baltimore  were  "  225  or  230  all  told,"  about  fifteen  control- 
ling three-fourths  of  the  stock.—  NiLES,  Vol.  XIV,  p.  35,  March  14, 1818. 

2  Ibid.,  p.  22,  March  7, 1818. 

3  The  price  of  stock  during  the  early  days  of  the  bank  will  show  with  what  suc- 
cess: April  1, 1817, 118  on  a  100;  May  12, 125;  May  28,  130;  June  9, 131;  July  10, 140.5; 
Sept.  1,  137;  Sept.  30,  151;  Oct.  16,  150.59;  Nov.  4,  150;  Dec.  1, 154;  Jan.  1, 1818,  146 ; 
March  11, 145;  April  15, 142;  May  4, 137;  June  1,  141;  July  1, 136;  Aug.  8,127.25;  Sept. 
24,  128;  Oct.  24, 114.  After  this  it  went  steadily  down,  until  in  June,  1819,  it  was  as 
low  as  92.5. —  See  "Exhibit  of  Losses  at  Baltimore,"  Conspiracy  Cases,  pp.  97-9. 

*  But  "  he  had  so  completely  involved  himself  in  the  policy  of  the  Baltimoreans, 
so  completely  was  he  taken  in  their  toils,  that  he  obeyed  no  other  impulse."— Craw- 
ford to  Gallatin,  July  24, 1819,  Adams,  Oallatin's  Writings,  Vol.  II,  p.  113 ;  see  also 
Sergeant,  A.  of  C,  15th  Cong.,  2d  Bess.,  Vol.  IV,  p.  1384. 

5  One  thousand  shares  were  purchased  for  Jones  without  his  knowledge  in  May, 
1817,  at  $132  a  share.  Somewhat  later  he  was  informed  of  this,  and  the  stock  was 
transferred  to  him  in  July  at  the  price  originally  paid,  though  stock  was  then  selling 
at  $140.50.  The  next  month  he  sold  it  to  D.  A.  Williams,  one  of  those  who  had  first 
bought  it  for  him,  at  $150  a  share.  Had  there  been  any  loss,  "  the  company  "  of  stock- 
jobbers had  resolved  that  Jones  should  not  share  it.  The  whole  transaction  was 
purely  speculative,  no  stock  being  transferred  from  beginning  to  end.— Jones's  testi- 
mony before  Investigating  Committee  of  1819,  F.,  Vol.  Ill,  p.  364;  Williams's  testi- 
mony, ibid.,  p.  372;  Smith's  testimony,  ibid.,  p.  374;  McCulloch's  testimony,  ibid.,  p. 
370;  Jones's  Memorial  to  the  House,  Feb.  5, 1819,  ibid.,  p.  413. 
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bought  and  sold  to  a  considerable  extent.^  Most  of  the  board 
were  as  culpable  as  Jones,  not  over  four  of  the  number  consis- 
tently opposing  the  measures  to  inflate  the  price  of  the  stock. ^ 
The  attempt  to  inflate  stock  values  was  evident  in  almost 
all  the  acts  of  the  directors.  Of  this  character  was  the  reso- 
lution of  the  board  to  discount  on  the  security  of  the  bank's 
stock  in  order  to  furnish  stockholders  with  facilities  to  pay 
the  second  instalment.^  By  this  action  the  specie  part  of 
the  instalment  was  for  the  most  part  left  unpaid,  the  bank 
receiving  instead  its  own  notes,  or  notes  of  the  state  banks. 
"  Thus,"  wrote  King  indignantly,  "  tho'  the  Law  says  a  sum 
in  specie  double  the  first  payment  shall  be  made  at  the  sec- 
ond period  or  Instalment,  the  Directors  feel  no  scruple  with 
a  dispensation,  which  will  prove  so  seriously  mischievous  in 
the  early  resumption  of  Cash  Payments."  *  Another  measure 
whose  prime  motive  was  to  enhance  the  price  of  the  stock 
was  the  resolution  of  the  26th  of  August,  giving  stockhold- 
ers the  privilege  of  discounting  on  their  stock  at  an  advance 
of  25  per  cent,  on  the  par  value  thereof,  the  directors  naively 
alleging,  as  a  defense  for  their  action,  that  it  was  neces- 
sary "to  extend  the  discounts  of  the  bank,  ....  in  order 

1  He  dealt  in  1,575  shares  from  Oct.  7, 1817,  to  Aug.,  1818  (not  counting  the  above 
1,000)  at  prices  ranging  from  $139  to  $153  a  share  — in  all  over  $200,000  worth  of  stock. 
—Ibid.,  p.  364. 

2J.  C.Fisher  to  Rufus  King,  Jan.  25, 1819,  Life  and  Correspondence  of  Bufus 
King,  Vol.  VI,  p.  197. 

3  Resolutions  of  18th  and  27th  of  Dec,  1816,  F.,  Vol.  Ill,  pp.  335, 336.  It  is  true,  how- 
ever, that,  resolution  or  no  resolution,  the  bank  would  have  secured  very  little  specie 
for  the  second  instalment,  for,  as  specie  was  then  at  a  heavy  premium,  it  would 
have  been  profitable  for  the  stockholder  to  refuse  payment  and  forfeit  the  first 
dividend.  Moreover,  since  the  bank  was  already  in  operation,  its  own  notes  could 
be  presented  for  specie  with  which  to  pay  the  instalment,  as  could  also  the  notes  of 
specie-paying  state  banks.— Jones  to  Crawford,  Nov.  11, 1818,  ibid.,  p.  288.  It  was 
recognized,  when  the  charter  was  granted,  that  this  method  of  paying  instal- 
ments after  the  first  would  be  adopted  (Mason's  remarks,  A.of  C,  14th  Cong.,  1st 
Sess.,  Vol.  I,  p.  236),  and,  indeed,  every  bank  chartered  in  that  day  began  operations  in 
precisely  the  same  way.— Calhoun,  Jan.  7, 1817,  A.  of  C,  14th  Cong.,  2d  Sess.,  p.  431. 
Nevertheless,  the  directors  were  culpable  in  so  far  as  they  gave  facilities  for  evading 
the  requirements  of  the  law. 

^Life  and  Correspondence  of  Rufus  King,  Vol.  VI,  pp.  38,  39. 
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to  afford  a  reasonable  dividend  to  the  stockholders." ' 
This  was  undoubtedly  a  laudable  ambition,  and  just  as 
undoubtedly  the  highest  price  the  stock  ever  bore  followed 
immediately  upon  the  resolution.^  A  third  measure  designed 
to  meet  the  same  purpose  was  that  creating  a  market  for  the 
stock  in  England  by  the  establishment  of  an  office  in  London 
to  pay  the  dividends  of  foreign  holders  "at  the  par  of 
exchange,  at  the  risk  and  expense  of  the  bank."  The  com- 
mittee which  recommended  this  measure  did  so  on  the  ground 
of  the  "  advantage  to  be  derived  by  enhancing  the  value  "  of 
the  stock.  ^  These  efforts  were  only  too  successful,  and  for 
some  time  the  stock  commanded  a  premium  of  from  50  to  56 
per  cent,  in  the  market,  an  advance  for  which  there  was  abso- 
lutely no  justification. 

The  principal  scene  of  mismanagement  and  fraud  was  the 
office  at  Baltimore,  of  which  James  A.  Buchanan  was  presi- 
dent and  James  W.  McCulloch  cashier.  Baltimore  at  this 
time  was  the  center  of  airy  speculation  and  of  all  sorts  of 
characterless  and  illegitimate  business.*  The  great  mercan- 
tile firm  of  Smith  and  Buchanan  was  the  leading  one  in  the 
city,  and  for  twenty-five  years  had  formed  and  controlled  the 
"moral,  political,  and  commercial  character"  of  Baltimore.^ 
Remembering  this,  one  may  easily  imagine  that  it  boded  little 
good  to  the  bank  to  have  Buchanan  at  the  head  of  the  branch. 
McCulloch,  the  cashier,  was  a  penniless  clerk  of  the  house.^ 

It  has  already  been  pointed  out  that  the  Baltimore  stock- 
holders almost  controlled  the  bank  by  the  scheme  of  buying 
names  in  which  the  stock  could  be  held.    The  next  step  of 

li?'.,  Vol.  Ill,  pp.  341,342, 

2  Philadelphia,  Aug.  30,  156.50;  Baltimore,  Sept.  7,155;  New  York,  Sept.  2, 155. 
Later  in  September  the  prices  fluctuated  between  148  and  153.— Ibid.,  p.  347. 

3  For  resolution,  ibid.,  p.  343,  Nov.  28, 1816.  The  vote  was  11  to  10.  Report  of 
committee,  ibid.,  p.  342,  Nov.  26.  See  also  letter  of  John  Donnell,  ibid.,  p.  343. 

4  J.  Q.  Adams,  Memoirs,  Vol.  IV,  p.  383. 

5  Ibid.  Smith  was  United  States  senator  from  Maryland.  Buchanan  managed 
all  the  business  of  the  firm.   He  was  one  of  the  first  government  directors. 

(ilbid.,  Vol.  IV,  p.  382.   See  also  2  Wheaton,  61. 
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the  interested  parties  was  to  form  a  company  to  deal  in 
the  stock.  Smith  and  Buchanan,  Cashier  McCulloch,  and 
George  Williams,  all  of  Baltimore,  composed  this  company.^ 
This  little  band  of  speculators  had  one  prime  object  in 
view :  to  manipulate  the  price  of  the  stock  in  order  to  make 
fortunes.  As  means  to  attain  this  end,  they  had  possession 
of  the  Baltimore  office  and  unusual  influence  at  Philadelphia, 
where  Williams  and  Buchanan  were  directors. 

The  methods  employed  by  the  general  management  to 
inflate  the  price  of  the  stock  have  been  already  related.  At 
Baltimore  the  business  of  the  branch  was  swollen  to  an 
enormous  extent  with  the  same  object  in  view.  In  the  first 
two  years  the  Baltimore  discounts  ranged  from  five  to  twelve 
and  a  half  millions;  the  drafts  on  other  offices,  particularly 
those  in  the  North,  were  frequent  and  excessive.  Specie 
was  always  limited  in  amount,  and  once  in  1818  fell  as  low 
as  $26,714.  The  debt  to  the  bank  and  branches  was 
astounding,  being  for  the  most  of  the  time  over  $8,000,000.^ 

1  George  Williams,  in  his  testimony  before  the  committee  of  the  House,  stated 
that  "he  was  concerned  in  a  company  who  purchased  largely;  Smith  &  Buchanan, 
and  Mr.  McCulloch,  of  Baltimore,  together  with  himself,  composed  the  company,"— 
F.,  Vol.  Ill,  p.  372.  Williams  was  the  man  who  took  1,172  shares  of  the  stock  in  the 
names  of  1,172  persons  in  order  that  he  might  exert  a  great  influence  in  the  election 
of  directors.— I6fd.  The  company  also  purchased  1,000  shares  in  1,000  names  for  the 
same  purpose. — Ibid.,  p.  376,  McCuUoch's  testimony. 

2  Business  done  at  Baltimore  (cents  omitted) :  Balance 

On             Ex-                           Owing  Due  by 

1817               Discounts     Bank  Stock  change  Issues  Branches  State  Banks  Deposits  Specie 

July             5,182,031                      42,000  418,470  3,309,420  322,220  448,766  219,794 

October       7,923,739    2,743,283  482,162  532,340  7,232,072  228,039  421,019  90,057 

1818 

July  9,289,349    3,358,349      5,264    8,363,630    210,938    584,376  95,634 

November    7,359,577     2,420,235      5,264    8,571,554      84,438    26,714 

—Ibid.,  pp.  327,  351-7. 

Drafts  drawn  on  Bank  of  the  United  States  and  branches  from  April,  1817,  to  Nov., 
1818: 

On  Philadelphia  $3,684,157 

On  Boston   1,072,008 

On  New  York  1,831,514 

On  all  others   1,294,000 


Total  $7,881,679 

—Ibid.,  p.  328. 

The  issues  were  not  very  extended,  but  that  was  not  the  fault  of  the  Baltimore 
managers,  Cashier  McCulloch  complaining  that  the  office  had  "  never  had  a  suffi- 
cient supply  of  its  own  notes." — Ibid.,  p.  377. 
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While  working  to  increase  the  price  of  the  stock,  the 
manipulators  bought  still  larger  quantities.  In  April  and 
June,  1817,  Buchanan  and  McCulloch  purchased  19,940 
shares  in  different  lots  from  D.  A.  Smith  at  19,  20,  and  36 
per  cent,  advance,  and  in  December  12,000  shares  at  155.^ 
Jhe  total  was  31,900  shares,  for  which  they  paid  $4,451,376. 
How  much  more  extensive  their  dealings  were  cannot  be 
determined,  but  they  held  15,490  additional  shares  in  March, 
1819,^  making  the  sum  of  their  purchases  at  least  $6,397,626. 

Purchases  so  extensive  demanded  considerable  ready 
money,  and  this  Buchanan's  business  could  not  furnish.  The 
plan  adopted,  therefore,  was  to  borrow  it  from  the  bank, 
which  had  agreed  to  accept  bank  stock  at  an  advance  of  25 
per  cent,  above  par  as  security  for  loans.  ^  Buchanan  and 
McCulloch  consequently  borrowed  the  money  to  buy  more 
stock  on  a  pledge  of  the  stock  they  already  held.  At  the 
bank  in  Philadelphia  they  borrowed  $1,957,700  in  this  way. 
At  Baltimore  they  procured  $1,629,436.12,*  but  here,  though 
the  loans  were  presumably  secured  by  stock,  there  were 
actually  only  2,558  shares  in  the  office  to  cover  the  entire 
debt.^  At  an  advance  of  25  per  cent,  these  shares  secured  only 
$329,750  out  of  this  total  of  over  $1,600,000.  The  con- 
spirators loaned  themselves  the  remainder  without  giving 
any  security  whatever.  As  the  cashier  was  the  keeper  of  all 
stock  pledged,  none  of  the  directors  could  know  that  no  stock 
was  given  in  by  them.  That  they  might  draw  these  sums  from 
the  office  without  security,  and  without  the  knowledge  of  the 
board  of  directors,  Buchanan  and  McCulloch  declared  to 

1  Testimony  of  D.  A.  Smith,  March  28, 1823,  Conspiracy  Cases,  p.  137. 

2  7Md.,  pp.  91,  92,  Paper  X. 

3 Aug.  26,  1817.  "It  is  expedient  that  the  loans  on  the  stock  of  the  bank  be 
extended  to  the  rate  of  $125  a  share,  upon  notes  to  that  amount,  with  two  approved 
names.^^—Ibid.,  p.  26. 

4  For  the  debt  at  Philadelphia  see  ibid.,  p.  91,  Paper  X;  for  that  at  Baltimore, 
pp.  77-83,  a  list  of  loans  upon  stock  at  the  office  at  Baltimore,  March  8, 1819. 
•''Zfcid.,  pp.  91,  92,  Paper  X. 
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the  Baltimore  board  that  the  making  of  stock  loans  was 
executive  business,  and  that  they  had  authority  from  Phila- 
delphia to  make  such  loans  without  the  consent  of  the  board.' 
At  other  times,  to  conceal  their  designs  from  outside  parties, 
they  claimed  that  they  had  this  authority  from  the  Baltimore 
board.  These  declarations  were  absolutely  false. ^  Neverthe- 
less the  Baltimore  directors  acquiesced,  and  their  acquiescence 
shows  reprehensible  slackness  and  almost  criminal  neglect. 

At  this  point  active  fraud  begins,  for  it  was  only  after 
the  president  and  cashier  had  arrogated  to  themselves  this 
power  that  their  debts  assumed  the  vast  proportions  already 
noted.  On  the  11th  of  August,  1817,  the  discounts  on 
bank  stock  were  only  $314,850.^  On  the  12th,  however, 
immediately  after  the  usurpation  of  authority  by  Buchanan 
and  McCulloch,  the  sum  rose  to  $857,350,  the  result  of  the 
discount  of  a  note  for  Smith  and  Buchanan,*  and  by  the  11th 
of  September  Buchanan,  with  the  aid  of  his  accomplice, 
McCulloch,  had  loaned  himself  $798,301.77  on  stock  secu- 
rity.' McCulloch  borrowed  $574,001.03'  in  the  same  man- 
ner, though  he  was  absolutely  without  means,  and  George 
Williams  secured  $169,833.34,^  the  total  amount  owed  by 
the  three  together  on  bank  stock  securities  being  $1,542,- 
136.14.^    These  notes,  moreover,  were  constantly  renewed, 

1 "  R.  L.  Colt  was  next  examined.  He  proved  ....  That  after  some  time  early 
in  August,  1817,  he  thinks  the  10th  or  11th,  no  stock  notes,  to  the  best  of  his  recollection 
and  belief,  were  ever  submitted  to  the  Board,  for  discount  or  renewal ;  until  some 
time  in  January,  1819,  when  an  order  of  the  Parent  Board  was  received,  forbidding 
them  to  be  made  without  the  consent  of  the  Directors :  And  that  on  making  enquiry 
at  the  Board,  on  the  subject  of  such  loans,  he  was  told  by  both  James  A.  Buchanan 
and  Jas.  W.  M'Culloh,  the  President  and  Cashier,  that  it  was  executive  business, 
with  which  he,  as  a  Director,  had  no  concern." — Conspiracy  Cases,  p.  48.  Also  testi- 
mony of  A.  B.  Bankson,  p.  46 ;  John  White,  p.  46 ;  Jas.  Beatty,  p.  47 ;  George  Hoffmann, 
p.  48;  John  Hoffmann,  John  McKim,  Jr.,  Jos.  W.  Patterson,  p.  49;  Wm.  Gilmore, 
p.  50;  Thos.  Finley,  p.  119. 

2 Ibid.,  pp.23,  24,  by-laws  of  the  bank;  testimony  of  Baltimore  directors,  pp. 
119, 129, 130. 

sibid.,  p.  139.  4  Ibid.,  p.  29.  5  ibid.,  pp.  29-32. 

6  For  details,  ibid.,  pp.  33-7.  ^  Ibid.,  pp.  37,  38. 

8I6icZ.,  pp.  40,  41.  This  differs  slightly  from  the  figures  already  given,  because 
there  were  several  stock  loans  made  to  them  which  were  not  counted  as  being  for  the 
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without  the  payment  of  interest,  and  without  the  knowledge 
or  consent  of  the  board;'  nor  did  their  loans  cease  when 
the  parties  were  absolutely  certain  that  they  were  ruined.^ 
Thus  on  January  11,  1819,  the  stock  was  at  107,'  and  the 
loss  of  the  stock  company  by  this  decline  in  price,  counting 
in  brokerage,  commission,  and  other  incidental  charges,  was 
$1,444,074.  Yet  they  renewed  their  notes  and  added  to 
them.* 

Though  Buchanan  and  McCulloch  had  evaded  the  super- 
vision of  the  local  board  by  usurping  the  power  to  make 
stock  loans,  yet  the  loans  had  to  be  entered  on  the  books  of 
the  bank,  and  thus  the  chances  of  discovery  were  enhanced 
to  such  a  degree  that  continued  concealment  seemed  impos- 
sible, since  the  directors  had  the  right,  and  it  was  their  duty, 
to  examine  the  books.  Yet  these  immense  stock  loans  were 
recorded  and  caused  no  comment.^  Obviously  the  directors 
neglected  their  plain  duty,  though  it  must  be  remembered 
that  many  of  them  believed  that  they  had  no  authority  to 
inquire  into  the  business  of  loaning  on  stock.  Moreover, 
there  was  at  first  glance  little  ground  for  suspicion,  since 
the  loans  were  entered  on  the  books  merely  as  loans  on  stock, 
without  any  mention  of  what  the  stock  was,  how  much  it 
was,  or  in  what  manner  secured.^ 

use  of  the  company.  Stock  loans  did  not  comprise  the  whole  of  their  debt.  They 
secured  loans  on  personal  security  for  small  amounts.  Each  overdrew  his  account, 
and  in  several  other  ways  added  minor  sums  to  the  great  mass  of  the  debt.  The 
whole  amounted  to  $497,723.40  {ibid.),  which,  added  to  the  sum  already  given,  made 
a  total  of  $1,982,098.66. 

1  Conspiracy  Cases,  pp.  29-39.  "^Ibid.,  pp.  68-71,  77-83. 

3  See  Colt's  statement,  ibid.,  p.  98. 

4  Harper's  argument,  ibid.,  pp.  193, 194. 

5  "They  [the  books]  no  doubt  disclosed  the  fact,  that  such  notes,  to  such 
amounts,  of  such  dates,  payable  at  such  periods,  and  drawn  and  endorsed  by  such 
persons,  had  been  discounted  for  the  Traversers,  as  stock  notes."— Idem,  ibid.,  p.  178. 

6  "  They  [the  books]  were  wholly  silent  on  all  these  heads.  This  is  fully  and  unde- 
niably proved,  by  the  present  Cashier  and  the  Clerks,  and  by  the  books  themselves 
now  lying  before  me,  and  open  as  they  have  been  for  a  fortnight,  day  by  day,  to  the 
inspection  of  the  Traversers  and  their  counsel.  They  simply  speak  of  the  notes  as 
stock  notes ;  but  make  no  mention  whatever  of  the  stock  pledged  ;  its  nature,  its 
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To  evade  the  vigilance  of  the  Baltimore  directors  was  a 
trifling  task ;  to  evade  that  of  the  central  board  was  none  at 
all.  Jones,  said  Crawford,  was  completely  in  the  possession 
of  the  Baltimoreans,  and  there  can  be  no  doubt  that  Cashier 
Smith  was  quite  as  much  so.  But  when  the  panic  fell,  in 
the  autumn  of  1818,  this  state  of  affairs  could  no  longer  con- 
tinue. On  the  20th  of  October  a  call  was  sent  out  from 
Philadelphia,  asking  for  lists  of  the  stock  loans  at  all  the 
branches.^  There  were  three  points  included  in  this  call,  on 
each  of  which  full  information  was  required:  (a)  a  separate 
list  of  notes  discounted  on  stock  security  was  to  be  for- 
warded to  Philadelphia;  (h)  with  the  names  of  the  drawers 
and  indorsers ;  (c)  and  a  description  of  the  stock  pledged. 
Discovery  stared  the  unhappy  wretches  in  the  face,  and  for 
a  moment  they  seemed  to  abandon  all  hope.  On  the  26th 
of  October  McCuUoch  wrote  to  the  officers  at  Philadelphia, 
saying  that  the  information  desired  would  soon  be  forwarded.^ 
It  seems  that  he  then  carried  to  Philadelphia  a  list  of  the 
stock  loans,  which  he  intended  to  present  to  the  board,  and 
which  would  have  revealed  at  once  in  all  its  nakedness  the 
fraud  which  had  been  practiced.  Cashier  Smith,  however, 
dissuaded  him  from  doing  this.^  He  then  returned  to  Balti- 
more, and  on  the  9th  of  November  sent  a  second  letter  to 
Philadelphia,*  which  was  intended  to  pave  the  way  for  a 
falsification  of  the  records  of  the  Baltimore  branch.  Loans, 

amount,  or  the  manner  in  which  the  pledge  was  secured.   All  these  matters  were 
within  the  sole  cognizance  of  the  Traversers,  Buchanan  and  M'Culloh,  as  President 
and  Cashier ;  and  to  the  latter  exclusively  belonged  the  custody  of  the  Stock  itself. 
All  this  is  undeniable." — Idem.   See  testimony  of  John  White,  ibid.,  p.  47. 
lI6^c^.,  p.  27. 

2  "  I  have  directed  the  list  of  discounts  granted  here  upon  the  pledge  of  stock 
and  personal  security,  to  be  made  up,  and  as  soon  as  it  can  be  conveniently  fur- 
nished ;  it  shall  be  forwarded  to  you." — Ibid.,  p.  58. 

3 Testimony  of  D.  A.  Smith,  ibid.,  pp.  62,  63. 

4  "  I  am  preparing  a  list  of  borrowers  upon  stock  at  this  oflBce,  ....  the  delay  in 
furnishing  this  list  correctly,  arises  from  a  necessity  to  examine  these  loans  for  some 
time  back,  as  entries  have  been  sometimes  debited  to  loans  on  stock,  which  should 
have  been  to  bills  on  personal  security,  and  vice  versa."— McCulloch  to  Smith,  ibid. 
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he  asserted,  had  been  mistakenly  entered  as  loans  on  stock 
instead  of  as  loans  on  personal  security.*  McCulloch  fol- 
lowed up  his  letter  by  rectifying  the  presumably  false  entries. 
This  he  did  by  transferring  to  the  account  of  notes  on  per- 
sonal security  $852,683.64  from  the  stock  list,  and  of  course 
diminishing  that  list  by  this  amount.^  With  this  substitu- 
tion Buchanan  and  McCulloch  were  able  to  show  enough 
stock  to  secure  $645,400,  and  the  stock  list  thus  manufac- 
tured on  the  14th  of  November  showed  precisely  that 
amount  as  owed  by  them.^ 

For  the  time  the  speculators  were  saved,  but  not  for  long. 
In  January  President  Jones  resigned,  and  steps  were  imme- 
diately taken  to  correct  abuses  everywhere,  and  especially  at 
Baltimore.  On  January  22,  1819,  an  order  was  issued  from 
the  bank  at  Philadelphia  forbidding  any  discount  or  renewal 
of  any  discount  on  the  security  of  stock  without  the  consent 
of  the  board  of  directors.*  This  put  an  end  to  any  further 
manipulation  of  the  funds  of  the  Baltimore  office  by  the 
president  and  cashier.    On  the  1st  of  February  another 

i"The  court  will  recollect  that  the  books  have  been  produced  and  inspected: 
That  they  have  laid  on  the  table  three  weeks,  open  to  the  Traversers  and  their  Coun" 
sel :  .  .  .  .  and  that  no  attempt  has  been  made  on  the  part  of  the  Traversers,  to  point 
out  any  such  errors  as  this  entry  and  the  letter  of  November  9th  import,  nor  indeed  any 
intimation  that  such  errors  exist.  On  the  contrary  it  fully  appears,  by  the  inspec- 
tion of  the  books  themselves,  as  well  as  by  the  testimony  of  the  clerks  and  the  present 
Cashier,  that  no  such  errors  exist.  Thus  it  is  established,  and  indeed  admitted,  that 
the  entry  is  absolutely  false." — Harper's  Argrument,  Conspiracy  Cases,  p.  212.  For 
the  evidence  see  pp.  67-73,  testimony  of  clerk  and  the  genuine  stock  list  of  Nov.  13. 

2 "Mr.  Kutter  then  proved,  that  on  the  14th  of  November,  1818,  James  W. 
M'Culloh  wrote  and  handed  to  him,  an  entry  in  relation  to  loans  on  stock,  with 
directions  to  enter  it  in  the  day  book  of  that  day,  which  he  accordingly  did ;  from 
whence  it  was  posted  into  the  ledger  on  the  same  day,  and  made  part  of  the  stock 
account  of  that  day."— J6id,  p.  64. 

3 See  the  list,  ibid.,  pp,  60-62.  The  sums  given  are  as  follows:  Smith  & 
Buchanan,  $97,875  and  $137,500;  George  Williams,  $221,875  and  $188,150;  total,  $645,400. 
Whether  it  was  ever  presented  to  the  directors  at  Philadelphia  is  doubtful,  but 
probable,  since  a  letter  of  precisely  the  same  date  mentions  that  a  stock  list  has 
been  forwarded.  See  two  letters  of  this  date.  —  [bid.,  pp.  58,  59.  Both  are  from 
McCulloch.  In  one  he  says.  ''I  send  you  herein  a  statement  of  the  existing  loans 
made  at  this  office,  upon  pledged  stock  and  personal  security." 

ilbid.,  p.  27. 
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resolution  prohibited  any  further  new  loans  on  stock,  ^  On 
the  19th  of  February  came  an  order  directed  to  Baltimore 
demanding  a  specific  account  of  the  loans  at  the  office  made 
on  stock  security.^  Concealment  could  be  continued  but  a 
little  longer.^  Before  the  16th  of  March  the  gentlemen  had 
confessed  that  they  could  not  pay  their  debts,  and  about 
the  same  time  they  handed  in  a  paper  to  the  directors  at 
Philadelphia  purporting  to  show  precisely  how  their  affairs 
stood.* 

In  addition  to  these  acts  of  the  speculators  as  a  body, 
each  of  them  kept  his  account  continually  overdrawn,  even 
after  they  knew  that  they  were  ruined  and  that  exposure 
must  be  at  hand.^  The  mismanagement  of  the  branch  was 
flagrant  in  this  respect,  for  when  McCuUoch  was  removed 
the  sums  overdrawn  footed  up  $200,759.60.®  Nor  was  this 
all,  for  the  cashier  seems  to  have  made  loans  without  the 
knowledge  of  anyone  else,  and  to  have  kept  no  record  of  the 
sums.  The  amount  so  loaned  was  over  $84,000.^  Finally, 
the  first  teller,  J.  S.  LaReintrie,  was  found  to  be  a  defaulter, 
to  the  extent  of  $50,000.' 

Thus,  by  arrogating  to  themselves  the  sole  right  to  dis- 
count loans  on  pledges  of  stock,  by  indorsing  for  each  other, 
by  lying  to  the  local  board  of  directors,  by  false  entries  in 
the  books  of  the  branch,  by  false  reports  to  the  bank  at 

iJ6jd.,  p.  28.  ^Ibid. 

3  They,  however,  attempted  further  deception  by  handing  in  another  fraudulent 
stock  list  and  another  fraudulent  personal  security  list  on  March  8.  The  false 
stock  list  of  March  8  gives  the  debts  of  the  parties  on  stock  security  as  follows : 
Smith  &  Buchanan,  $97,875  and  $137,500 ;  Williams,  $221,875  and  $188,150 ;  total,  $645,400. 
McCulloch  was  credited  with  a  loan  on  stock  of  $3,400,  but  this  was  no  part  of  the 
so-called  stock  loan.  The  true  list  of  the  same  date  showed  them  debtors  for  the 
following  sums:  McCulloch,  $592,201.01;  Smith  &  Buchanan,  $870,801.77;  Williams, 
$169,833  34;  total  (omitting  $3,400  on  McCulloch's  private  account),  $1,629,436,12.— 
Ibid.,  pp.  77-83.   The  false  discount  list,  pp.  84,  85. 

ilbid.,  pp.  91, 92,  Paper  X.    5  "An  Exhibit  of  Losses  Sustained,"  etc.,  ibid.,  p.  12. 

6  Of  this  sum  Buchanan  was  debtor  for  $39,916.24,  McCulloch  for  $28,944.54,  and 
Williams  for  $13,339.12.— 76id. 

7Z6id.,  p.  11.  8j6ici.,  p.  12. 
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Philadelphia,  the  speculation  was  kept  going.  But  it  was 
impossible  that  it  should  continue  when  once  the  panic  of 
1818-19  swept  over  the  country.  When  the  crash  came, 
the  parties  to  this  shameless  fraud  failed  to  pay  |1,401,- 
685.32  of  their  debts.' 

1  Smith  &  Buchanan's  debts  unsecured      ....  $344,212.43 

J,  W.  McCulloch's  debts   429,049.80 

Geo.  Williams's  debts   628,423.09 

$1,401,685.32 

— "  Exhibition  of  Losses,"  Conspiracy  Cases,  pp.  21-4. 


CHAPTER  III 


THE  ATTEMPT  TO  SAVE  THE  BANK  UNDER  JONES 

When  the  conviction  that  the  bank  was  in  straits  finally 
took  possession  of  the  directory  at  Philadelphia,  strenuous 
efforts  were  made  to  rescue  it.  These  began  July  20,  1818, 
when  it  was  resolved  to  curtail  $5,000,000  in  discounts  at 
Philadelphia,  Baltimore,  Richmond,  and  Norfolk.  In  addi- 
tion, the  Washington  office  was  instructed  to  call  for  the 
payment  of  balances  due  by  the  other  banks  in  the  District, 
and  the  Cincinnati  office  to  collect  the  balances  due  from 
the  Cincinnati  banks  at  the  rate  of  20  per  cent,  a  month. ^ 
The  reduction  was  to  be  mainly  in  the  South.  In  the  North 
and  East,  outside  of  Philadelphia,  none  was  expected.^  At 
this  moment  the  immediate  demand  liabilities  of  the  bank 
were  $22,372,000,  the  specie  fund  to  meet  them  |2,357,000. 

It  was  soon  evident  that  these  measures  would  not  be 
effective  in  putting  a  period  to  the  most  serious  drain  upon 
the  bank's  resources,  namely,  the  drafts  of  the  southern 
and  western  offices.    Consequently,  on  the  28th  of  August 

1  (1)  "That  the  reduction  of  the  discounts  at  this  bank,  and  its  oflB.ces  at  Balti- 
more, Richmond  and  Norfolk,  be  forthwith  commenced,  and  continued  at  the  average 
rate  of  at  least  twelve  and  a  half  per  cent,  on  the  amount  of  the  income  on  each  dis- 
count day."  Philadelphia,  $2,000,000;  Baltimore,  $2,000,000;  Richmond,  $700,000; 
Norfolk,  $300,000. 

(2)  "  That  the  president  be  required  to  demand  of  the  Bank  of  Columbia,  .... 
a  satisfactory  assurance  that  the  large  balance  which  is  now  and  has  long  been  due 
from  that  bank  to  this  institution  be  discharged,  ....  so  that  the  whole  shall  be 
liquidated  by  the  15th  day  of  October  next;  .... 

(3)  "That  the  cashier  of  the  office  at  Washington  city  be  directed  to  demand 
payment  of  the  balances  which  may  be  due  to  that  office  by  the  other  banks  of  the 
District  of  Columbia,  .... 

(4)  "  That  the  cashier  of  the  office  at  Cincinnati  be  directed  to  demand  the 
reduction  of  the  balances  which  may  be  due  by  the  State  banks  in  that  place,  at  the 
rate  of  at  least  20  per  cent,  per  month,  until  the  whole  shall  be  extinguished." — 
F.,  Vol.  Ill,  p.  387. 

2CHEVES,  p.  14;  NiLES,  Vol.  XXIII,  p.  90. 
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a  second  series  of  resolutions  was  adopted  forbidding  the 
offices  to  receive  any  notes  but  their  own,  except  in  pay- 
ments to  the  United  States,  prohibiting  the  further  sale  of 
drafts  at  par,  and  restricting  the  purchase  of  bills  of  domestic 
exchange/  If  these  orders  were  faithfully  executed,  the 
bank  would  be  relieved  of  its  most  formidable  difficulties. 

In  October  it  was  found  that  the  attempt  to  curtail  had 
not  been  as  successful  as  desired,  though  a  material  reduc- 
tion had  been  attained.^  The  branches  in  the  South  failed 
to  reduce  to  the  amount  assigned  by  $1,077,500.  A  com- 
mittee of  the  bank  reporting  October  30,  1818,  therefore 
advised  that  these  offices  be  required  to  complete  the  reduc- 
tion, and  that  $1,500,000  more  in  discounts  should  be 
curtailed:  $100,000  at  Middletown,  Conn.,  $400,000  at  Eich- 
mond,  and  $1,000,000  at  Baltimore.  Once  more  the  bulk 
of  the  reduction  was  to  fall  upon  the  South,  and  particularly 
upon  Baltimore,  which  had  already  been  called  upon  for  a 
reduction  of  $2,000,000  and  had  failed  to  make  that  reduc- 
tion by  $763,000.  In  addition,  the  orders  of  the  30th  of 
October  prohibited  the  offices  from  drawing  on  each  other; 
called  upon  the  southern  and  western  branches  for  $700,000 
in  specie;  authorized  President  Jones  to  arrange  for  the 
importation  of  $1,500,000  more;  forbade  the  offices'  taking 
the  notes  of  any  banks  which  did  not  redeem  them  in  specie 
on  demand;  and  insisted  that  no  further  credits  be  given  to 
the  Cincinnati  banks  until  the  balances  already  due  were  dis- 
charged.^ Nothing  could  proclaim  louder  the  distress  of  the 
bank  than  this  report.    Nor,  if  it  were  obeyed,  could  anything 

^F.,  Vol.  Ill,  pp.  325,  326. 

2  In  discounts  the  reduction  was  $4,252,441.17;  foreign  exchange  had  been 
diminished  $302,472.10,  and  funded  debt  had  been  sold  to  the  amount  of  $2,005,376.48. 

3(1)  "That  the  President  be  authorized  and  requested  to  order  the  additional 
sum  of  one  million  and  a  half  of  dollars,  in  French  coin,  to  be  shipped  on  account  of 
the  bank. 

(2)  "That  the  branches  which  have  not  reduced  their  discounts,  as  required  by 
the  resolution  of  the  20th  of  July  last,  be  required  to  complete  said  reductions. 

(3)  "That  in  addition  ....  the  following  oflElces  be  required  to  reduce  their 
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be  more  effective,  since  it  would  not  only  directly  reduce 
discounts,  but  indirectly,  by  the  prohibition  of  selling  drafts, 
go  far  toward  putting  a  stop  to  all  the  southern  and  western 
business.  On  the  other  hand,  it  spelled  ruin  for  thousands, 
and,  had  the  bank  been  strong,  would  have  been  the  most 
damning  evidence  of  a  total  incapacity  to  handle  a  monetary 
stringency  as  it  should  be  handled.  What  the  country 
had  a  right  to  expect  at  such  a  time  from  a  bank  holding 
the  position  held  by  the  Bank  of  the  United  States  was  an 
extension  of  credit,  the  granting  at  a  fair  rate  of  all  legiti- 
mate demands  for  loans. 

The  measures  seemed  to  be  effective.  In  March,  1819, 
total  loans  had  fallen  to  $40,640,236.65,  a  reduction  of  over 
$3,900,000  since  October,  almost  entirely  in  discounts. 
The  whole  reduction  from  July  20,  when  the  contraction 
began,  was  $7,505,760.55.  The  discounts  had  been  espe- 
cially aimed  at,  the  particular  effort  being  to  reduce  them 
by  $7,000,000,  and  the  difference  in  this  item  in  the  eight 
months  of  contraction  was  $6,530,159.49.    The  circulation 

discounts  at  the  average  rate  of  twelve  and  a  half  per  cent,  each  discount  day." 
(Names  of  offices  and  sums  follow.) 

(4)  (An  order  to  Charleston  to  hold  specie  ready  for  Savannah,  and  to  ship 
$150,000  to  Philadelphia.) 

(5)  "That  the  offices  reciprocally  refrain  from  drawing  on  each  other,  or  upon 


this  bank,  until  further  orders." 

(6)  (Cashier  to  draw  for  specie.) 

"  Richmond,  in  specie  or  bills  at  sight  on  this  city,  New  York  or  Boston  $  50,000 

Lexington,  in  specie   100,000 

Louisville,  in  specie  100,000 

Cincinnati,  in  specie   50,000 

Pittsburg,  in  specie   50,000 

Chillicothe,  in  specie   100,000 

Fayetteville,  in  specie   100,000 


Total  $550,000" 


(7)  (Only  notes  paid  on  demand  in  specie,  to  be  received  everywhere.  Not  to 
credit  as  cash  notes  of  banks  which  shall  be  indebted  to  the  bank  after  demand  for 
payment  has  been  made.) 

(8)  "  That  when  the  banks  at  Cincinnati  shall  have  made  arrangements  with 
the  cashier  of  this  bank  for  the  payment  of  their  respective  debts,  the  cashier  of 
the  office  at  Cincinnati  may  receive  the  notes  of  any  such  bank  as  cash,  provided 
the  said  bank  shall  thereafter  pay  its  notes  in  specie  on  demand." — Jbid.,  pp. 
388,389. 
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fell  away  at  a  proportionate  rate,  the  reduction  being 
$2,500,000  from  July,  1818,  to  January,  1819.  To  secure 
this  decrease  in  circulation  the  most  stringent  measures  had 
been  adopted,  culminating  in  the  order  of  August  28,  which 
forbade  the  offices  to  take  any  notes  but  their  own,  even  on 
deposit.^ 

In  appearance,  therefore,  the  bank  had  done  what  it 
wished  to  do,  but  actually  it  had  done  nothing  of  the  sort. 
The  attempt  had  been  directed  against  the  southern  and 
western  branches,  and  here  it  was  almost  absolutely  futile. 
In  fact,  the  western  offices,  instead  of  diminishing,  increased 
their  loans  to  the  extent  of  $500,000.^  Moreover,  loans  in 
the  West  frequently  changed  their  form  only:  the  branches 
ceased  to  discount,  but  increased  their  purchases  of  bills  of 
exchange,  in  most  cases  as  a  species  of  renewal  of  notes  or 
bills  drawn  on  them,^  and  frequently  this  change  resulted  in 
transforming  an  interest-paying  debt  into  a  non-interest- 
paying  one.*  In  addition,  the  southern  and  western  offices 
could  not  be  "restrained  from  issuing  their  notes,  which 
they  did  most  profusely."  ^ 

The  curtailment,  therefore,  fell  almost  entirely  upon  the 
offices  in  the  East,  where  curtailment  was  not  desirable. 
Philadelphia  alone  reduced  to  the  extent  of  $3,600,000,®  or 

1  '  Sir :  I  am  directed  to  inform  you  that  notes  of  this  bank  which  are  made  pay- 
able at  its  several  offices  of  discount  and  deposite  will  not  be  received  at  this  bank 
after  this  day,  except  in  payment  of  debts  due  the  United  States.  Such  notes,  how- 
ever, of  the  offices  as  your  bank  may  have  received  during  this  day,  will  be  received 
in  exchange  to-morrow  morning." — J.  Smith,  cashier,  circular  to  city  banks ;  issued 
to  the  offices  also,  F.,  Vol.  Ill,  p.  367.  The  office  at  Boston  had  ceased  receiving 
southern  branch  notes  in  March  (Gray  to  Jones,  March  19, 1818,  iftitZ.,  pp.  324, 325),  and 
the  offices  in  Savannah,  New  Orleans,  and  Charleston  had  never  taken  any  but  their 
own  notes.— Report  of  committee  of  August  26, 1818,  ibid.^  p.  325. 

2CHEVES,  p.  15;  NiLES,  Vol.  XXIII,  p.  90. 

3  Ibid.  These  were  the  so-called  race-horse  bills,  which  ran  from  office  to  office 
without  being  paid. 

4 "The  curtailments  in  many  instances  resulted  merely  in  a  change  of  debts 
bearing  interest  for  debts  due  by  local  banks,  or  the  notes  of  local  banks,  on  neither 
of  which  was  interest  received."— /6id. 


6  Cheves,  p.  14,  and  Niles,  ibid. 
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over  half  the  entire  reduction  in  discounts;  Boston  and 
New  York,  which  were  not  required  to  reduce,  were  forced 
to  follow  the  example  of  Philadelphia,  the  discounts  at  Bos- 
ton in  April,  1819,  being  only  $94,584.37/  In  like  manner 
it  was  the  eastern  offices  which  reduced  circulation,  the  notes 
of  the  western  banks  having  to  be  redeemed  in  the  East.^ 
The  result  was  that  the  bank  was  actually  worse  off  than 
when  it  began  the  reduction,  because  the  offices  which  needed 
strengthening  became  weaker,  while  the  branches  of  the  South 
and  West  could  not  be  checked.  After  "  these  immense  and 
rapid  curtailments,"  says  Cheves,  "the  most  sensible  and 
vital  points  (Philadelphia,  New  York  and  Boston)  were 
infinitely  in  worse  condition  than  when  the  remedy  was 
devised."  ^  The  business  of  the  eastern  offices  was  almost 
destroyed.  On  the  19th  of  March,  1818,  the  Boston  office 
had  ceased  receiving  southern  branch  notes.  It  had  made 
no  discounts  worth  mentioning  for  many  weeks,  its  whole 
time  and  capital  being  employed  in  the  redemption  of  south- 
ern branch  paper.*  The  office  at  New  York  suffered  in  the 
same  manner.  Both  branches  were  depleted  of  their  specie, 
though  large  quantities  of  the  precious  metals  were  sent  to 
them.^  At  times  their  capital  was  "less  than  nothing."^ 
The  general  condition  of  the  northern  branches  corresponded 
to  that  of  the  offices  at  Boston  and  New  York.  The  entire 
capital  of  the  institution  was  rapidly  being  shifted  to  the 
South  and  West.  Out  of  the  total  capital  stock  of  $35,000,- 
000  the  office  at  Baltimore  held  $5,646,000  in  May,  1819; 

1  Cheves,  p.  15,  and  Niles,  ibid. 

2  From  Sept.  1, 1818,  to  May  24, 1819,  $5,700,000  in  southern  and  western  notes  had 
been  received  at  the  eastern  offices,  "  nearly  all  ....  at  Philadelphia,  New  York, 
and  Boston."— Cheves  to  Crawford,  May  24, 1819,  F.,  Vol.  IV,  p.  881. 

3  Cheves,  pp.  14, 15;  also  Niles,  Vol.  XXIII,  p.  90. 

*  Letter  of  President  Gray  to  Jones,  March  19, 1818,  F.,  Vol,  III,  p.  324. 

5  Ihid.,  p.  331.  Amount  furnished  office  at  New  York  from  May,  1817,  to  Dec,  1818, 
$6,293,392.01 ;  to  office  at  Boston  from  Jan.,  1817,  to  Dec,  1818,  $1,622,800.09. 

6  Memorial  of  the  bank  directors,  Dec.  7, 1820,  ibid.,  p.  589. 
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Richmond,  $1,760,000;  Savannah,  $1,420,000,  and  Charles- 
ton, $1,935,000,  while  the  offices  in  the  West  were  in  an 
equally  prosperous  condition,  controlling  a  capital  enor- 
mously out  of  proportion  to  their  legitimate  needs.  Lex- 
ington had  $1,502,000,  Louisville  $1,129,000,  and  Cincin- 
nati $2,400,000,  while  New  York  had  a  capital  of  $245,000, 
and  Boston  had  none  whatever.^ 

From  what  has  already  been  stated  of  the  manner  in 
which  the  specie  of  the  bank  was  drained  from  it  by  the 
state  banks  and  speculators,  it  will  easily  be  conjectured 
that  the  frantic  attempts  to  secure  specie  would  be  of  little 
avail.  During  the  eight  months  of  contraction  the  bank 
could  procure  after  the  most  strenuous  efforts  only  $2,617,- 
440.63,  while  from  the  beginning  of  its  existence  to  the  5th 
of  December,  1818,  it  imported  $6,500,458.42.  After  that 
date  no  more  could  be  secured.  To  get  this  specie  over 
half  a  million  dollars  was  expended,^  and  this  half  million 
represented  only  the  direct  cost  of  buying  and  importing. 
Cheves  declared  that  a  debt  of  $1,586,345.47  owed  by  the 
bank  in  1818  grew  "  principally  if  not  entirely "  out  of  its 
specie  operations.^  The  only  result  of  any  consequence, 
therefore,  was  to  diminish  the  bank's  resources  by  over 


1  Capital  of  the  bank,  showing  the  eflEect  of  the  note  issues  and  drafts  of  South 
and  West,  May,  1819: 


Portsmouth 

-      $  117,678.70 

Savannah 

-  $1,420,543.45 

Providence 

335,208.54 

New  Orleans 

-  1,664,596.47 

Middletown 

255,985.11 

Lexington 

1,502,388.44 

New  York 

245,287.81 

Cincinnati  -      -  - 

-  2,400,987-30 

Baltimore  - 

5,646,325.28 

Louisville 

1,129,009.00 

Washington  - 

555,737.97 

Chillicothe  - 

649,858.83 

Richmond  - 

1,760,562.88 

Pittsburg  ... 

769,031.36 

861,764.16 

Philadelphia 

-  13,418,742.96 

Fayetteville 

677,963.81 

Deduct  due  to  Boston 

372,825.79 

Charleston 

-  1,935,042.35 

$13,045,917.17 

$34,973,828.63 

The  capital  given  for  Philadelphia  was  merely  nominal.—  ^.,  Vol.  Ill,  p.  593; 
Cheves,  p.  34,  Appendix  II. 

.    2if'.,  Vol.  Ill,  pp.  338,  339.   Cost  $525,297.35. 

'^Exposition,  p.  15;  also  Niles,  Vol.  XXIII,  p.  90. 
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12,000,000.  The  sale  of  public  stock  was  an  operation  of  a 
similar  nature.  Specie  purchases  and  the  sale  of  United 
States  stock  ended  by  reducing  "  the  productive  capital  of 
the  Bank,  within  the  period  of  eight  months,"  by  "eight 
millions  of  dollars  and  upwards."  ^  The  efforts  to  secure 
balances  due  from  the  state  banks  were  perhaps  more  hope- 
less still.  In  the  West  these  banks  when  called  upon 
remonstrated,  and  when  pressed  were  forced  to  declare  their 
insolvency.  State  banks  had  nothing  with  which  to  pay, 
and  hopes  of  relief  from  them  were  vain  from  the  begin- 
ning. 

Such  were  the  efforts  of  Jones  and  his  coadjutors  to 
secure  the  bank,  and  such  were  the  results.  After  a  reduction 
of  about  $7,000,000,  the  offices  in  the  North  and  East  were 
almost  prostrated;  the  specie  funds  there  had  vanished; 
its  debts  abroad  had  been  increased  enormously;  its  imme- 
diate demand  liabilities  were  in  excess  of  $13,168,000,  its 
means  of  meeting  them  only  $2,666,000;  the  capital  had 
been  shifted  to  the  South  and  West,  and  was  tied  up  there 
in  notes  and  bills  constantly  renewed;  debts  could  not  be 
collected;  the  orders  of  the  central  board  could  not  be 
enforced  upon  the  branches;  and  at  Baltimore  a  gang  of 
thieves  was  looting  the  office  and  striving  with  might 
and  main  to  bring  about  a  suspension  of  specie  payments. 
The  final  blow  was  given  when  the  government  demanded 
$2,000,000  of  its  deposits  in  specie  in  order  to  make  a  pay- 
ment in  redemption  of  the  Louisiana  purchase  stock. ^  For 
a  moment  the  bank  trembled  on  the  verge  of  insolvency: 
"the  Directors  ....  did  not  know  what  answer  to  give — " 
but  finally  made  an  arrangement  whereby  they  furnished 
bills  on  London  in  lieu  of  the  specie,  a  substitution  "  which 
saved  the  Bank."  ^    But  no  one  conversant  with  its  situation 

1  Cheves,  p.  16,  and  Niles,  ihid.  2  Redeemable  Oct.  21, 1818. 

3  James  C.  Fisher  to  Rufus  King,  Jan.  30,  1819,  Life  and  Correspondence  of 
Rufus  King,  Vol.  VI,  p.  201. 
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expected  that  it  would  be  able  much  longer  to  weather  the 
storm. 

The  stringency  of  1818  at  once  brought  down  the  popu- 
lar wrath  upon  the  bank,  and  popular  feeling  was  soon  felt 
and  reflected  in  Congress.  On  the  25th  of  November,  1818, 
John  C.  Spencer,  a  representative  from  New  York,  intro- 
duced resolutions  demanding  investigation  by  a  committee  of 
the  House.^  After  a  brief  but  spirited  debate,  these  were 
adopted  on  the  30th,^  and  the  committee  was  appointed  with 
Spencer  as  its  chairman.^  The  committee  investigated 
laboriously,  collected  a  vast  amount  of  formless  material, 
and  on  the  16th  of  January,  1819,  reported,  censuring  the 
managers  of  the  bank  for  mismanagement,  speculation,  and 
violations  of  the  charter.  These  violations  consisted  in  buy- 
ing $2,000,000  of  the  public  stock  for  the  government  of 
the  United  States,  in  assisting  the  stockholders  to  evade 
payment  of  the  coin  and  funded-debt  part  of  the  second 
instalment,  in  paying  dividends  to  stockholders  who  had 
not  paid  up  their  subscriptions,  and  in  allowing  stockholders 
to  cast  more  than  thirty  votes  in  the  first  and  second  elec- 
tions for  directors.* 

Despite  the  really  flagrant  mismanagement  and  fraud  at 
the  bank,  and  despite  the  amount  of  this  which  was  revealed 
by  the  committee,  the  report  was  exceedingly  weak,  being 
constructed  hastily  and  imperfectly,  contradictory  in  its 
charges,  and  in  places  incomprehensible.  The  author  of  it 
had  too  feeble  a  grasp  on  the  complicated  questions  before 
him,  and  consequently  failed  to  make  the  most  of  his 
advantages.  He  felt  called  upon,  indeed,  to  apologize  for 
the   report,  admitting   inaccuracy   and   confusion.^  The 

1  A.  of  C,  15th  Cong.,  2d  Sess.,  Vol.  Ill,  p.  317.       2  ibid.,  p.  335.       *  Ibid.,  p.  552. 

3  J.  C.  Spencer,  New  York;  William  Lowndes,  South  Carolina;  John  Tyler,  Vir- 
ginia ;  Burwell  Bassett,  Virginia ;  Louis  McLane,  Delaware,  constituted  the  com- 
mittee.—I6id!.,  pp.  335,  340. 

5  "  Mr.  S.  proceeded  to  make  explanations  of  some  expressions  in  the  report. 
The  remark,  that  '  the  principal  business  of  the  bank  certainly  has  been  to  discount 


Attempt  to  Save  the  Bank  under  Jones  59 


minority  of  the  committee,  the  only  members  of  it  who 
possessed  anything  like  an  adequate  knowledge  of  banking 
and  currency  questions,  clearly  demonstrated  that  the  charges 
of  charter  violation  were  of  slight  moment.  Thus  in  the 
purchase  of  government  stock  the  bank  had  acted  as  agent 
for  the  government,  and  consequently  had  committed  no 
breach  of  the  charter.^  The  failure  in  respect  to  compelling 
the  payment  in  specie  and  funded  debt  for  the  second  instal- 
ment was  regrettable ,  but  it  was  not  a  violation  of  the  char- 
ter, was  probably  inevitable,  and  had  been  condoned  by 
Congress  in  advance.^  The  payment  of  dividends  to  delin- 
quent stockholders  was  for  trifling  amounts,  and  made  by 
subordinate  officers  of  the  bank  without  the  knowledge  or 
consent  of  the  central  board. ^  The  bank  had  no  control  of 
the  judges  of  election  who  had  permitted  the  casting  of 
more  than  the  legal  number  of  votes,  and  there  was  no 
method  specified  in  the  charter  by  which  these  judges  could 
hinder  such  violation.*  In  explaining  the  mismanagement 
of  the  bank's  affairs  its  supporters  were  not  so  successful, 
but  they  forcibly  argued  that  these  acts  were  the  result  of 
ignorance,  or  of  a  difference  of  opinion  with  regard  to  cor- 

on  notes  secured  by  a  pledge  of  stock,'  was  liable  to  misconstruction.  The  expres- 
sion used  does  not  convey  the  meaning  of  the  committee ;  it  was  either  an  inadver- 
tence in  the  draught,  or  an  error  in  copying ;  .  .  .  .  and  it  was  intended  to  confine 
the  remark  to  the  business  of  the  bank  at  Philadelphia,  ....  With  regard  to  the 
expression,  in  the  close  of  the  report,  that,  '  whatever  differences  of  opinion  can 
exist  among  them  (the  committee)  as  to  the  result  and  inferences  to  be  drawn  from 
the  facts  stated,  they  unanimously  concur  in  giving  to  the  preceding  statements  of 
facts,  and  abstracts  of  documents  their  sanction.'  Mr.  S.  observed  that  he  thought 
the  expression  sufiBciently  precise,  but  he  understood  it  was  liable  to  a  misconstruc- 
tion. When  inferences  were  mingled  with  facts,  the  unanimous  sanction  did  not 
extend  to  these  inferences ;  but  that,  in  all  cases  wherever  a  fact  was  definitely 
stated,  the  committee  meant  to  sanction  it.  Mr.  S.  remarked,  that  the  report  had 
been  prepared  at  a  time  of  severe  indisposition,  and  when  the  committee  had  been 
fatigued  and  almost  exhausted  with  labor,  and  he  should  not  be  surprised  if  many 
erroneous  expressions  were  found  in  it." — Ibid.,  Vol.  IV,  p.  1241. 

1  Lowndes,  pp.  1305, 1306 ;  McLane,  pp.  1339, 1340. 

2  Jftid.,  Lowndes,  pp.  1306, 1307;  McLane,  pp.  1340-43;  Sergeant,  pp.  1389-91. 

3  lUd.,  Lowndes,  pp.  1308, 1309 ;  Sergeant,  p.  1391.  The  sum  was  only  $1,460. 
ilbid.,  pp.  1344, 1345, 1391,  1392.   See  the  summary  of  all  these  arguments  in  the 

pamphlet  by  Aegles. 
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rect  policy,  and  consequently  did  not  establish  criminality. 
Indeed,  criminality  was  not  charged,  the  Baltimore  frauds 
being  unknown  until  later.  Under  the  circumstances  it  was 
urged  that  the  policy  to  be  pursued  should  be  that  of  cor- 
recting abuses,  not  the  destruction  of  the  ignorant  and  inno- 
cent offender. 

So  complete  was  the  victory  of  the  bank's  advocates  in 
Congress  that  neither  house  could  be  persuaded  to  take  any 
step  except  that  of  passing  an  act  additional  to  the  charter 
by  which  in  the  future  it  would  be  impossible  for  stockhold- 
ers to  cast  more  votes  than  they  were  entitled  to  cast.^  The 
House  rejected,  by  large  majorities,  motions  to  sue  out  a 
scire  facias  and  to  repeal  the  charter,  besides  a  number  of 
others  contemplating  less  stringent  measures.^  The  Senate 
did  nothing  until  January,  1820,  when  it  decidedly  repelled 
resolutions  to  compel  the  bank  to  secure  the  consent  of  the 
states  for  the  establishment  of  branches  and  to  expose  its 
accounts  with  private  individuals.^ 

The  investigation  of  1819  had  its  results,  however:  the 
stock  of  the  bank  immediately  fell  below  par;*  President 
Jones,  entirely  discredited,  fled  in  affright  from  the  bank, 
and  on  the  25th  of  January,  1819,  James  C.  Fisher  became 
president  pro  tempore,  until  a  man  could  be  found  to  save 
the  wreck.  ^ 

Fortunate  would  it  have  been  for  the  Bank  of  the  United 
States  had  it  been  compelled  to  undergo  no  more  serious 
punishment,  but  the  consequences  of  mismanagement  and 
crime  were  to  be  severely  felt  for  the  rest  of  its  exist- 
ence, not  only  in  the  depletion  of  its  capital,  but  even  more 

1  A.  of  C,  15th  Cong.,  2d  Sess.,  Vol.  IV,  p.  2522. 

"2  Ibid.,  p.  1409.  Only  28  ayes  for  the  scire  facias.  See  for  measures  proposed 
ibid..  Vol.  Ill,  pp.  922,  923;  Vol.  IV,  pp.  1411-16. 

sibid.,  16th  Cong.,  1st  Sess.,  Vol.  I,  pp.  58-68.   Vote,  24  to  12,  Jan.  4, 1820. 

*To  93  at  Philadelphia ;  97  at  New  York.— Niles,  Vol.  XV,  p.  401. 

5  F.,  Vol.  IV,  p.  868,  and  Niles,  Vol.  XV,  p.  417. 


Attempt  to  Save  the  Bank  under  Jones  61 


seriously  in  the  hatred  and  hostility  of  the  people.  The 
almost  universal  conception  of  the  situation  in  1818-19  is 
summarized  by  Gouge  in  a  single  sentence:  "The  Bank  was 
saved  and  the  people  were  ruined."  ^  The  evidence  of  this 
conviction  is  apparent  in  Niles,  who  breathed  nothing  but 
threatenings  and  slaughter  against  all  banks,  but  especially 
against  the  Bank  of  the  United  States,  upon  which  he 
directed  the  whole  weight  of  his  clumsy  artillery,  declaring 
that  it  had  degenerated  into  a  machine  for  the  shaving  of 
notes  and  the  oppression  of  the  middle  classes,  and  that  it 
had  caused  the  panic.  Its  curtailments  had,  indeed,  precipi- 
tated the  panic,  for  which,  however,  it  was  hardly  more 
responsible  than  was  Noah  for  the  flood.  The  popular  bit- 
terness was  infinitely  increased  by  the  restrictive  orders 
which  compelled  the  payment  of  debts  precisely  when  it  was 
most  difficult  to  pay  them,  the  climax  of  dissatisfaction  being 
reached  on  August  28,  1818,  when  the  bank  issued  its  order 
to  the  offices  to  cease  receiving  each  other's  notes.  The 
measure  was  one  for  which  the  country  was  quite  unpre- 
pared, and  occasioned  suffering  and  embarrassment.  Notes 
of  distant  branches  were  current  only  at  a  discount,  and 
Niles  complains  bitterly  of  the  inconveniences  imposed  upon 
individuals,  testifying  to  his  own,  when,  with  "more  than 
one  hundred  dollars  in  small  notes  of  the  Bank  of  the  United 
States"  in  his  pocket,  he  "could  not  pay  the  postage  of  a 
few  letters."' 

The  keenest  distress  fell  upon  the  West.  In  that  section 
there  never  existed  the  slightest  justification  for  the  prepos- 
terously large  loans  of  the  bank,  and,  as  the  state  banks  had 
been  equally  generous,  the  inflation  and  over-trading  were 
unparalleled.  Worse  yet,  much  of  the  indebtedness  had 
been  created  by  loans  to  farmers,  who  had  no  security  to 

1  Cobbett's  edition  of  1833,  p.  71. 

2  Niles,  Vol.  XV,  p.  61,  Sept.  19,  1818.  The  notes  depreciated  slightly,  about 
%oi\  per  cent.— Lowndes,  A.  of  C,  15th  Cong.,  2d  Sess.,  Vol.  IV,  p.  1301. 
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offer  excepting  mortgages  on  real  estate,  absurdly  overvalued, 
and  absolutely  unsalable  during  a  commercial  crisis.  A 
moment's  reflection  should  have  convinced  anyone  that  these 
new  and  insignificant  towns  of  the  West  could  not  possibly 
pay  debts  as  vast  as  those  contracted  in  New  York  and  Bos- 
ton, and  should  never  have  been  permitted  to  borrow  such 
enormous  sums.  Of  course,  the  money  had  been  mostly 
expended  on  permanent  improvements,  and  could  not  be 
repaid  on  demand.  The  borrowers  never  expected  to  pay 
when  the  notes  came  due,  the  usual  custom  being  to  renew 
over  and  over  again. 

When,  therefore,  on  the  20th  of  July,  1818,  the  parent 
board  demanded  the  collection  of  the  balances  from  the 
Cincinnati  banks  at  the  rate  of  20  per  cent,  every  month,* 
the  inhabitants  of  Ohio  were  extremely  indignant,  and  com- 
plained of  the  action  as  being  diabolically  oppressive.  The 
orders  of  July  were  aggravated  by  the  prohibition  of  the 
receipt  of  the  branch  notes  of  other  offices.  The  Cincinnati 
banks  could  not  pay,^  and,  so  far  from  discharging  their 
indebtedness,  owed  more  in  October  than  they  had  owed  in 
July.^  Nevertheless  they  had  striven  to  reduce  their  debt, 
and  as  a  consequence  had  inflicted  great  distress  upon  their 
debtors,  who  were  absolutely  unable  to  pay,  having  neither 
specie  nor  bank  notes  with  which  to  pay.  The  Cincinnati 
banks  protested,  therefore,  against  the  acts  of  the  Bank  of 
the  United  States  as  a  "grievance  unprecedented."*  The 
bank,  however,  could  not  and  would  not  yield,  and,  instead 
of  offering  more  favorable  terms,  prohibited  the  receipt 
of  the  notes  of   these   banks.  ^    This  act  precipitated  a 

^F.,  Vol.  Ill,  p.  326,  par.  8. 

2  Cincinnati  committee  to  Bank  of  United  States,  Aug.  20,  1818.  — 2?^.,  Vol.  IV, 
pp.  859,  860. 

3  The  sum  was  $721,006.12.— Jones  to  Crawford,  ibid.,  p.  859.  See  also  Niles,  Vol. 
XV,  p.  59. 

4  Protest  of  the  Cincinnati  banks,  F.,  Vol.  IV,  p,  860. 
6  Resolution  of  Oct,  16, 1818,  ibid.,  pp.  861,  862. 
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disaster,  the  three  Cincinnati  banks  stopping  payments  in 
November/ 

To  detail  the  events  in  regard  to  the  other  western  states 
would  be  merely  to  repeat,  without  essential  variations,  the 
story  of  the  Ohio  banks.  The  Bank  of  the  United  States 
pressed  for  the  payment  of  its  dues.  The  local  banks  could 
not  collect  their  own  debts,  and  consequently  could  not  pay. 
They  suspended,  and  ruin  fell  upon  thousands.  In  Kentucky 
the  Bank  of  the  State  ceased  specie  payments  November  20.^ 
By  January,  1819,  the  remainder  of  the  Kentucky  banks 
had  suspended,  and  their  notes  were  at  a  discount  of  from 
20  to  30  per  cent.^  Most  of  the  banks  of  western  Pennsyl- 
vania had  ceased  payment  by  December,  1818.*  Since  the 
initiatory  impulse  came  from  the  Bank  of  the  United  States, 
everyone  held  that  institution  responsible. 

In  the  South  there  were  difficulties  of  like  nature.  In 
South  Carolina  there  was  constantly  a  balance  of  from  $500,- 
000  to  $800,000  due  by  the  state  banks  to  the  Bank  of  the 
United  States.^  The  bank  called  upon  the  banks  of  Charles- 
ton to  pay  $130,535.50,  whereupon  there  was  intense  excite- 
ment, and  the  exasperated  local  banks  threatened  to  get  a 
state  law  passed  hostile  to  the  Bank  of  the  United  States, 
and  also  to  suspend  specie  payments.  They  complained  that 
the  "monster"  was  iniquitously  draining  the  South  of  its 
specie.^  The  same  conditions  existed  in  North  Carolina, 
where  the  balances  against  the  State  Bank  were  also  large.  ^ 
As  early  as  March,  1818,  a  hint  was  given  that  payment  of 
balances  would  be  agreeable,  though  no  demand  was  made.^ 
The  State  Bank  offered  to  pay  in  notes  of  other  offices  of  the 

1  Ibid.,  p.  864. 

2  Though  compelled  to  partial  resumption  immediately  afterward  and  continu- 
ing until  Jan.  1, 1820.— Niles,  Vol.  XV,  p.  283;  Gouge  (Cobbett's  edition),  p.  90. 

3  NiLES,  Vol.  XV,  p.  385.  4  Ibid.,  p.  283. 

Jones  to  Spencer,  Dec.  23,  1818,  F.,  Vol.  Ill,  p.  323;  letter  from  Charleston  to 
Jones,  Dec.  4, 1818,  ibid. 

6  Ibid.  7  Jones  to  Crawford,  May  29, 1818,  F.,  Vol.  IV,  pp.  844-7. 

s  Grove  of  branch  bank  to  Polk,  of  State  Bank,  March  14, 1818,  ibid.,  p.  848. 
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Bank  of  the  United  States,  in  notes  of  other  banks,  or  in 
drafts  upon  other  banks  in  places  where  the  bank  had  offices,' 
but  the  proposition  was  brusquely  refused,  to  the  extreme 
embarrassment  of  the  State  Bank,  which  repeated  the  angry- 
charges  that  the  bank  was  attempting  the  ruin  of  the  people 
by  deliberately  and  wickedly  trying  to  draw  away  the  specie 
of  the  state.  ^ 

Under  these  circumstances  the  hatred  and  enmity  of 
states  and  state  banks  to  the  Bank  of  the  United  States 
mounted  higher  and  higher.  From  the  first  these  had  been 
keen  and  persistent.  Thus  the  earliest  constitution  of  Indi- 
ana, adopted  in  1816,  had  prohibited  the  establishment  of 
the  branch  of  any  bank  chartered  outside  the  state.  ^  In 
February,  1817,  Maryland  laid  a  tax  of  $15,000  per  annum 
upon  the  office  at  Baltimore;*  in  November  Tennessee  fol- 
lowed this  example  with  a  tax  of  $50,000  upon  any  bank 
settled  in  that  state  under  any  but  a  state  charter,^  and  in 
December  Georgia  imposed  an  annual  "tax  of  thirty-one  and 
a  fourth  cents  on  every  hundred  dollars  of  bank  stock  oper- 
ated upon  or  employed  within  "  the  state,  a  resolution  of  the 
legislature  in  November,  1818,  declaring  that  this  tax  "  was 
only  intended  to  apply"  to  branches  of  the  Bank  of  the 
United  States.^  When  the  panic  began,  the  indignation  of 
the  people  found  vent  in  further  acts  of  the  same  character. 
The  first  constitution  of  Illinois,  framed  in  August,  1818, 
prohibited  the  existence  of  any  but  state  banks  within  the 
state. ^    In  December  North  Carolina  laid  an  annual  tax  of 

1  Polk  to  Grove,  March  11, 1818,  F.,  Vol.  IV,  p.  848. 

2  Grove  to  Polk,  March  14, 1818,  ibid.,  and  March  19,  p.  849. 

3  PooEE,  Charters  and  Constitutions,  Vol.  I,  p.  509,  Art.  10. 

4  Laws  of  Maryland,  1817,  chap.  156,  p.  174. 

5  Laws  of  Tennessee,  Scott's  edition.  Vol.  II,  pp.  389  S. ;  Laws  of  1817,  chap. 
132,  sec.  2,  Nov.  22, 1817. 

6  For  statute  see  Lamak,  iaws  of  Georgia  (lSlO-19),  pp.  889-91;  for  resolution, 
ibid.,  p.  1206. 

^  PooRB,  Vol.  I,  447,  Art.  8,  sec.  21. 
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$5,000  upon  the  branch  at  Fayetteville ;  ^  in  January,  1819, 
Kentucky  imposed  the  largest  tax  of  all,  compelling  each  of 
the  branches  to  pay  $60,000  yearly,^  and  the  next  month 
Ohio  rivaled  Kentucky  by  enacting  that  the  tax  in  that 
state  should  be  $50,000  upon  each  branch.^  Even  in  Penn- 
sylvania, the  supposed  stronghold  of  the  bank,  the  legisla- 
ture warmly  discussed  the  policy  of  a  tax,*  and  in  1819 
petitioned  Congress  to  take  steps  to  amend  the  constitution 
so  as  to  confine  national  banks  to  the  District  of  Columbia.^ 
The  subject  was  also  debated  in  the  legislatures  of  Virginia  ^ 
and  South  Carolina,^  and  DeWitt  Clinton,  of  New  York, 
urged  action  upon  the  legislature  of  that  state.  ^  It  was  only 
the  decisions  of  the  Supreme  Court  in  the  cases  of  McCul- 
loch  vs.  Maryland  and  Osborn  vs.  the  Bank  of  the  United 
States  which  saved  the  bank.  Had  it  lost  either  of  these 
cases,  there  can  be  no  doubt  that  it  would  soon  have  been 
taxed  out  of  existence  in  all  of  the  southern  and  western 
states. 

More  immediately  disastrous  were  the  losses  suffered  in 
1817-18.  These  were  so  enormous  that  the  bank  was  crip- 
pled in  its  dealings  for  six  or  seven  years.  In  1822  its  sus- 
pended debt  was  in  excess  of  $10,000,000,  that  amount  of  its 
capital  being  tied  up  in  unavailable  assets,  while  the  actual 
loss  was  calculated  in  October  of  that  year  as  $3,743,899.^ 

1  Niles,Vo1.  XV,  p.  367. 

2  Slaughter,  Acts  of  Kentucky,  p.  637,  chap.  343,  Jan.  28,  1819. 

3  Chase,  Statutes  of  Ohio,  Vol.  II,  pp.  1072  fE.,  chap.  459,  Feb.  8, 1819. 

4  NiLES,  Vol.  XIV,  p.  64. 

5  A.  of  C,  16th  Cong.,  1st  Sess.,  Vol.  I,  p.  70. 

6  NiLES,  Vol.  XIV,  p.  23,  note.  7  Niles,  Vol.  XV,  pp.  289,  290. 

8  Gouge  (Cobbett's  edition),  p.  59. 

9  Expected  loss  in  1822 : 

SUSPENDED  DEBT 

Personal  and  other  than  stock  securities  $6,401,255.90 

Loans  on  stock  securities   4,017,050.76 

$10,418,306.66 

of  which  it  is  calculated  that  $3,743,899  will  be  a  loss.— Report  of  Committee  of  Stock- 
holders, Oct.  1, 1822,  Cheves,  p.  4,  and  Niles,  Vol.  XXIII,  p.  88. 
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The  profits  of  the  first  two  years  had  been  $1,100,000,  so  that 
in  this  period  the  management  netted  a  loss  of  $2,600,000/ 
The  principal  loss  was  at  Baltimore,  the  amount  being 
over  $1,600,000.  The  four  western  offices  came  next. 
Cheves  declared  in  1824  that  from  10  to  15  per  cent  of  the 
capital  loaned  there  had  been  lost,'^  and  on  the  1st  of 
April,  1819,  the  sum  due  and  unpaid  at  these  offices  was 
$6,351,120.80,  which  was  reduced  by  less  than  $1,000,000 
on  August  30,1822.^  In  the  South  the  offices  most  offending 
after  Baltimore  were  Norfolk  and  Charleston,  but  there  were 
considerable  losses  in  addition  at  Washington  and  Savannah. 
The  final  loss  in  the  South  was  $2,234,138.61,  while  in  the 
West  it  was  only  $552,576.78.*  The  explanation  of  this 
small  loss  in  the  West  is  to  be  found  in  the  appreciation  of 
western  real  estate  which  the  bank  had  been  forced  to  accept 

1  For  the  profits  see  report  of  stockholders,  Nov.  5, 1819,  NiiES,  Vol.  XVII,  p.  165. 
2F.,Yo\.  V,  p.  96. 

3  "On  the  1st  of  April  1819,  the  sum  due  to  the  Bank  in  Ohio  and  Kentucky, 
including  balances  due  by  local  banks,  was  6,351,120  dollars,  80  cents ;  on  the  30th  of 
August  1822,  the  sum  due,  including  also  real  estate  taken  in  payment,  was  5,389,477 
dollars,  eighteen  cents,  being  a  reduction  of  961,653  dollars  sixty-two  cents."— 
—Cheves,  p.  27,  and  Niles,  Vol.  XXIII,  p.  94. 

4  Sums  lost  to  Aug.  30, 1822 : 

Philadelphia        -   $  177,057.02 

Portsmouth  3,708.33 

Boston   2,807.48 

Hartford   6,299.02 

New  York   29,939.79 

Baltimore  1,696,643.09 

Washington   70,794.85 

Kichmond  -   38,057.20 

Norfolk  -     -      -            ....  191,082.66 

Fayetteville   21,481.88 

Charleston     -      -   100,428.13 

Savannah   78,041.29 

New  Orleans  -      .      .      ....  37,609.51 

Louisville   205,446.83 

Lexington      -      -      -      -      -      -      -  165,846.64 

Cincinnati   94,156.17 

Chillicothe   28,579.45 

Pittsburg   58,547.69 

Total  $3,005,527.03 

-H.  R.,  460,  22d  Cong.,  1st  Sess.,  p.  244. 
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in  liquidation  of  its  debts  in  1818-19.  This  property  had 
been  taken  at  a  low  figure,  but  its  value  increased  with  sur- 
prising rapidity,  largely  owing  to  the  phenomenal  growth  of 
Cincinnati.  Had  it  not  been  for  this  enormous  and  unex- 
pected increase  in  values,  the  bank's  total  losses  in  the 
West  would  hardly  have  been  less  than  $2,000,000.  As  a 
consequence  of  the  transfer  of  real  estate  the  bank  owned  a 
large  part  of  Cincinnati:  hotels,  coffee-houses,  warehouses, 
stores,  stables,  iron  foundries,  residences,  vacant  lots; 
besides  over  50,000  acres  of  good  farm  land  in  Ohio  and 
Kentucky.^  Its  possession  of  this  vast  property  maddened 
the  former  owners,  now  impoverished  by  a  recklessness 
which  they  would  not  acknowledge,  believing  instead  that 
the  bank  was  responsible,  as  if  it  had  taken  possession 
by  violence.  Moreover,  the  situation  gave  to  the  politicians 
an  opportunity  too  tempting  to  be  neglected,  and  by  a 
slight  effort  of  the  imagination  one  can  almost  hear  the 
reverberations  of  *'  Old  Bullion"  Benton's  voice  startling  the 
drowsy  Senate  as  he  thunders:  "  I  know  towns,  yea,  cities, 
....  where  this  bank  already  appears  as  an  engrossing  pro- 
prietor." ^  "  All  the  flourishing  cities  of  the  West  are  mort- 
gaged to  this  money  power.  They  may  be  devoured  by  it 
at  any  moment.  They  are  in  the  jaws  of  the  monster!  A 
lump  of  butter  in  the  mouth  of  a  dog !  one  gulp,  one  swallow, 
and  all  is  gone!"^ 

1<S.  D.,  98,  22d  Cong.,  1st  Sess.,  pp.  22-36. 

2  Thirty  Years,  Vol.  I.  p.  198.  3  c.  Z>.,  Vol.  VIII,  Part  I,  p.  1003. 
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THE  ADMINISTRATION  OF  LANGDON  CHEVES 

"  A  SHIP  without  a  rudder  or  sails  or  masts,  on  short 
allowance  of  provisions  and  water,  on  a  stormy  sea  and  far 
from  land,  will  afford  a  figure  by  no  means  too  strong  to 
express  the  hapless  condition  of  the  Bank  of  the  United 
States,  when  I  undertook  the  government  of  it."  So  asserted 
Cheves  many  years  later,^  and  with  truth,  for  when  he  came 
into  office  he  found  an  appalling  state  of  affairs.  There  was 
a  general  expectation  that  the  bank  was  about  to  suspend 
specie  payment,  and  that  the  nation  would  once  more  be 
plunged  into  all  the  difficulties  of  the  period  just  before 
its  establishment.^  As  already  seen,  the  situation  of  the 
eastern  offices  was  particularly  serious.  Elsewhere  the 
attempt  to  curtail  had  frequently  ended  merely  in  changing 
the  form  of  the  debt,  while  the  notes  of  the  southern  and 
western  branches  were  still  pouring  into  the  northern  offices 
in  an  overwhelming  flood.  ^  The  spirit  of  the  offices  is 
evidenced  by  the  act  of  the  Baltimore  directory,  which 
would  not  attempt  to  make  a  new  curtailment  required  in 

1  Cheves  in  answer  to  President  Thomas  Cooper,  of  South  Carolina,  Aug.  18, 
1837,  NiLES,  Vol.  LIII,  p.  8,  quoting  the  Charleston  Mercury. 

2  "  My  memory  deceives  me  much  if  I  found  any  one  in  or  out  of  the  Bank,  who 
entertained  a  sanguine  belief  of  its  being  able  to  sustain  its  payments  much  longer. 
On  the  contrary  there  was  ....  a  public  and  general  expectation  that  the  nation 
was  about  to  suffer  the  calamity  of  a  currency  composed  entirely  of  irredeemable 
paper."— Cheves,  p.  19,  and  Niles,  Vol.  XXIII,  p.  91. 

"  The  chief  difficulty,  probably,  now  will  be  if  the  Bank  cannot  continue  to  pay 
specie,  and  consequently  incur  a  liability  to  be  called  upon  by  its  creditors  for  twelve 

per  cent,  per  annum  interest  We  fear  there  is  too  much  cause  to  calculate  upon 

the  Bank  being  placed  in  this  unhappy  situation  before  many  months.'''' — Bank  direc- 
tors to  Cheves,  Feb.  1, 1819,  Exposition,  p.  39 ;  also  Smith  to  Crawford,  Feb.  2, 1819, 
F.,  Vol.  IV,  p.  869. 

3  "  And  when  in  this  wretched  state,  the  southern  and  western  circulation  was 
pouring  in  upon  these  weak  poitats."— Cheves,  p.  15,  and  Niles,  Vol.  XXIII,  p.  90. 
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February,  though,  in  order  to  keep  the  strict  letter  of 
instructions  from  Philadelphia,  the  notes  of  debtors  were 
renewed  "without  the  formality  of  discount."^  An  insig- 
nificant attempt  to  reduce  the  excessive  loans  on  stock  at 
Philadelphia  was  being  met  with  violent  and  sometimes 
successful  opposition  by  the  stockholders.^  The  government 
stock  held  by  the  bank  had  been  sold  and  the  proceeds 
exhausted  without  bringing  any  relief.^  The  bank  was 
almost  without  specie,  and  actually  without  sufficient  in  its 
vaults  to  meet  the  possible  demands  of  the  Philadelphia 
banks,  while  a  still  greater  sum  was  owing  and  immediately 
due  for  money  borrowed  at  home  and  abroad.*  Meanwhile 
the  receipt  of  government  dues  embarrassed  the  bank  to  an 
almost  ruinous  extent,  the  duties  being  paid  by  the  mer- 
chants in  branch  paper,  and  the  debentures  for  these  same 
duties  being  demanded  by  the  government  and  paid  by  the 
bank  in  specie — or  paper  immediately  redeemable  in  specie.^ 
There  was  no  specie  to  be  procured  at  home,  and  the 

1 "  That,  after  protesting,  by  letter,  without  success,  against  the  curtailing 
order  of  the  Parent  Board,  bearing  date  the  19th  February,  1819,  it  was  agreed  to 
renew  the  notes  without  the  formality  of  discount,  in  order  not  to  violate  the  instruc- 
tions of  curtailment." — Conspiracy  Cases,  p.  114. 

2  "At  the  close  of  this  period  [of  curtailment]  the  discounts  on  personal  security 
at  Philadelphia,  had  been  so  long  the  subject  of  curtailment,  that  but  a  small  por- 
tion of  them  admitted  of  further  reduction,  and,  after  great  efforts,  a  rule  had  been 
established  to  reduce  the  discounts  which  had  been  granted  on  the  stock  of  the 

Bank,  at  the  rate  of  5  per  cent,  every  60  days  Even  this  small  reduction  was 

the  subject  of  loud,  angry,  and  constant  remonstrances  among  the  borrowers,  who 
claimed  the  privileges  and  the  favour  which  they  contended  were  due  to  stockhold- 
ers, and  sometimes  succeeded  in  communicating  their  sympathies  to  the  Board."— 
Cheves,  p.  16;  Niles,  Vol.  XXIII,  p.  90. 

3  "All  the  funded  debt  which  was  saleable,  had  been  disposed  of,  and  the  proceeds 
exhausted."— Cheves,  p.  16;  Niles,  ibid. 

4  Cheves,  p.  17,  and  Niles,  ibid. 

5  "The  sums  which  were  collected  daily  on  account  of  the  revenue,  in  branch 
paper,  were  demandable  the  next  day  in  Philadelphia,  and,  at  the  same  time,  at 
every  office  of  the  establishment,  at  the  discretion  of  the  officers  of  the  Government. 
The  revenue  was  principally  paid  in  Branch  paper ;  .  .  .  .  and  while  the  duties  were 
thus  paid  at  one  comptor  in  Branch  paper,  the  debentures,  ....  were  demanded 
and  paid  at  the  other  in  specie,  or  its  equivalent,— money  of  the  place." — Cheves, 
ibid.,  and  Niles,  ibid.,  p.  91.  See  also  Cheves's  letters  to  Crawford  April  6  and  13, 
1819,  F.,  Vol.  IV,  pp.  873,  874. 
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attempt  to  procure  it  abroad  had  broken  down  early  in 
February ;  ^  the  bank  was  receiving  little  aid  from  the  South, 
and  none  from  the  West,^  while  its  own  slender  stock  of  the 
precious  metals  was  still  being  drawn  into  these  parts  of 
the  Union.^  "All  the  resources  of  the  Bank,"  declared 
Cheves,  "  would  not  have  sustained  it  in  this  course  and 
mode  of  business  another  month!  !  "  *  Nothing  but  disaster 
and  wreck  could  be  expected.  Even  Secretary  Crawford 
abandoned  hope.  "The  stoppage  of  specie  payments  by  the 
bank  and  by  the  State  institutions  is  inevitable, "  he  wrote  to 
Cheves.' 

The  new  president,  however,  was  the  man  to  save  the 
wreck,  if  it  could  be  saved;  for  what  was  required  before  all 
things  was  decision  and  firmness,  and  these  Cheves  pos- 
sessed to  an  extraordinary  degree.  He  clearly  perceived 
that  the  essential  cause  of  the  bank's  embarrassment  lay  in 
the  business  of  the  southern  and  western  offices,  and  these 
"were  immediately  directed  not  to  issue  their  notes,"  while 
the  bank  itself  "  ceased  to  purchase  and  collect  exchange 
on  the  south  and  west."  ®  This  measure  was  the  vital  one 
in  rescuing  the  bank  from  its  immediate  difficulties.^  Alone, 
however,  it  would  have  been  effective  only  after  a  lapse  of 

1  Smith  to  Crawford,  Feb.  2, 1819,  F.,  Vol.  IV,  p.  869. 

2 "The  Southern  Offices  were  remitting  tardily,  and  the  Western  not  at  all."— 
Cheves,  p.  17,  and  Niles,  Vol.  XXIII,  p.  91.  See  also  letters  of  March  20  and 
April  2, 1819,  from  Cheves  to  Crawford,  Exposition,  pp.  42,  51. 

3  "The  Bank  itself  continued  ....  to  purchase  and  collect  drafts  on  the  south- 
ern and  even  western  Offices,  though  almost  the  whole  active  capital  already  lay 
in  these  quarters  of  the  Union,  and  though  the  great  object  of  the  curtailments  was 
to  draw  funds  from  these  points."— Cheves,  p.  15 ;  Niles,  ihid.,  p.  90. 

^Exposition,  p.  17;  Niles,  ihid.,  p.  91. 

5"Langdon  Cheves  and  the  United  States  Bank,"  by  Miss  Louisa  P.  Has- 
kell, Report  American  Historical  Association,  1896,  Vol.  I,  p.  366.  See  also  Craw- 
ford to  Cheves,  April  6, 1819,  Cheves,  p.  59. 

6  Cheves,  p.  20;  Niles,  Vol.  XXIII,  p.  92. 

7  "  The  great  cause  which  has  given  security  to  the  bank,  and  without  which  it 
certainly  could  not  have  sustained  itself,  has  been  the  restraint  put  upon  the  offices, 
with  which  the  exchanges  were  adverse,  in  the  issue  of  their  notes."— Cheves  to 
Crawford,  Sept.  15, 1819,  F.,  Vol.  IV,  p.  903. 
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more  time  than  the  bank  had  at  its  disposal.  Hence  it  was 
necessary  to  seek  immediate  relief  in  other  directions. 
Cheves  consequently  brought  forward  a  number  of  addi- 
tional measures  having  this  end  in  view.  The  curtailments 
already  ordered  were  to  be  continued,  though  not  increased ; 
the  balances  due  from  the  state  banks  were  to  be  collected; 
the  government  was  to  be  requested  to  give  the  bank  time 
to  make  transfers  of  public  funds  from  the  places  where 
they  were  collected  to  the  places  where  they  were  to  be 
disbursed;^  to  allow  debentures  to  be  paid  in  the  same  cur- 
rency in  which  duties  were  paid;  finally,  as  a  temporary 
relief  of  absolute  necessity,  the  bank  borrowed  $2,000,000 
in  Europe,  payable  in  three  years.^  "These  measures," 
said  Cheves,  "lifted  the  Bank  in  the  short  space  of  seventy 
days,  ....  to  a  state  of  safety  and  even  some  degree  of 
power."  In  fact,  the  storm  was  not  only  weathered,  but 
the  curtailments  were  in  part  abandoned,  the  state  banks 
assisted,  suspension  averted,  the  currency  improved,  and 
the  capital  of  the  bank  to  some  extent  localized.^ 

1  Hitherto  the  government  had  been  allowed  to  call  for  its  deposits  at  any 
office,  no  matter  where  the  funds  might  be.  This  arrangement  was  no  longer  possible, 
as  it  led  to  infinite  embarrassments  and  might  prostrate  the  bank  in  a  single  day. 
See  resolution  of  board  of  April  12,  1819,  ibid.,  p.  874;  Cheves  to  Crawford,  May  3, 
1819,  ibid.,  p.  876.  Confined  to  the  offices  at  Philadelphia,  Boston,  New  York,  and  Bal- 
timore. 

2  "(1)  To  continue  the  cuTtailments  previously  ordered.  (2)  To  forbid  the  Offices 
to  the  south  and  west  to  issue  their  notes  when  the  exchanges  were  against  them. 
(3)  To  collect  the  balances  due  by  local  Banks  to  the  Offices.  (4)  To  claim  of  the 
Government  the  time  necessary  to  transfer  funds  from  the  Offices  where  money  was 
collected  to  those  where  it  was  to  be  disbursed,  as  well  as  like  time  (until  the  difficul- 
ties of  the  Bank  were  removed)  to  transfer  funds  to  meet  the  notes  of  Offices  paid 
in  the  Bank  or  other  Offices  than  those  where  they  were  payable  according  to  their 
tenor.  (5)  To  pay  debentures  in  the  same  money  in  which  the  duties,  on  which  the 
debentures  were  secured,  had  been  paid.  (6)  To  obtain  a  loan  in  Europe  for  a  sum 
not  exceeding  2,500,000  dollars,  for  a  period  not  exceeding  three  years." — Cheves, 
pp.  20,  21 ;  also  Niles,  Vol.  XXIII,  p.  92.  For  the  exact  sum  borrowed  see  Cheves, 
p.  25,  and  Niles,  ibid.,  p.  95. 

3 "These  measures  ....  lifted  the  Bank  in  the  short  space  of  seventy  days 
(from  6  March  to  17  May)  from  the  extreme  prostration  which  has  been  described, 
to  a  state  of  safety  and  even  in  some  degree  of  power,  enabled  it  to  cease  its  curtail- 
ments, except  at  points  where  it  had  an  excess  of  capital,  to  defy  all  attacks  upon 
it,  and  to  sustain  other  institutions  which  wanted  aid  and  were  ascertained  to  be 
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Having  rescued  the  institution  from  immediate  peril,  it 
became  necessary  to  attempt  a  complete  reform  of  its  busi- 
ness methods  and  the  correction  of  all  abuses,  with  the  pur- 
pose of  restoring  and  afterward  retaining  its  capital.  Cheves's 
management  of  the  institution  was  dominated  by  these  con- 
siderations alone.  He  seemed  to  care  little  about  doing  any 
considerable  business  so  long  as  he  was  perfectly  safe,  and 
his  career  is,  therefore,  to  be  judged,  not  by  his  ability  as  a 
banker  in  ordinary  circumstances,  but  as  an  inventor  of  expe- 
dients to  restore  the  bank  to  the  position  which  it  first  held. 
In  this  he  was  completely  successful ;  as  a  banker,  one  may 
reasonably  doubt  his  title  to  any  pre-eminence. 

Resolved  to  restore  the  capital  of  the  institution,  Cheves 
determined  that  no  dividends  should  be  paid  until  the 
original  capital  was  once  more  intact.*  In  order  to  make 
the  funds  perfectly  safe,  he  strove  for  three  principal  ends: 
the  reduction  of  the  active  funds,  a  proper  distribution  of 
capital  to  the  branches,  and  the  retention  of  these  capitals 
by  the  branches  when  once  they  had  been  assigned. 

To  reduce  the  active  funds,  he  insisted  on  the  retention 
of  the  capital  stock  which  had  been  surrendered  as  a  result 
of  the  insolvency  of  the  debtors  at  Baltimore  and  other 
places  to  the  number  of  37,954  shares,'^  thus  virtually  dimin- 
ishing the  bank's  capital  by  $3,795,400.  In  addition  to  this, 
Cheves  secured  a  further  reduction  of  active  means  by  invest- 
ing as  far  as  practicable  in  the  funded  debt  of  the  United 
States.'  As  the  former  management  had  sold  all  the  gov- 
ernment stock  that  was  saleable,*  there  remained  only  the 

solvent ;  above  all,  to  establish  the  soundness  of  the  currency  which  had  just  before 
been  deemed  hopeless ;  and  in  a  single  season  of  business  (the  first)  to  give  to  every 
Office  as  much  capital  as  it  could  advantageously  employ."— Exposition,  p.  21,  and 
Nilks,  ibid.,  p.  92. 

1  Report  of  Committee  of  Stockholders,  Nov.  5, 1819,  Niles,  Vol.  XVII,  p.  165. 

2  Cheves,  p.  29,  and  Niles,  Vol.  XXIII,  p.  95. 

3  Cheves,  p.  30,  and  Niles,  ibid. 

4  There  was  an  excess  of  $322,823  in  March,  1819,  which  was  reduced  to  $160,210  in 
April.— Reports  of  the  state  of  the  bank  for  1819. 
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government's  subscription  to  the  bank's  capital,  $7,000,000, 
at  5  per  cent.  To  increase  this  the  bank  took  a  government 
loan  in  1820  of  $2,000,000  at  6  per  cent.,  and  another  in  1821 
of  $4,000,000  at  5  per  cent/  The  capital  was  thus  reduced 
by  $16,955,610.  It  was  further  diminished  by  the  amount 
of  the  suspended  debt,  which  was  in  excess  of  $10,000,000. 
After  all  these  deductions  were  made,  the  amount  left  as 
active  capital  was  about  $8,000,000.  Cheves  thought  this 
almost  sufficient,  calculating,  in  October,  1822,  that  in  any 
case  only  $1,500,000  additional  was  needed.^ 

More  important  to  safe  and  proper  management  was  the 
assignment  of  the  capital-  to  the  branches.  The  first  step  was 
to  transfer  the  funds  of  the  bank  from  the  western  and 
southern  offices,  where  it  was  held,  to  the  northern  offices, 
where  it  was  needed.  By  putting  an  end  to  most  of  the 
business  of  the  southern  and  western  offices,  and  by  compel- 
ling them  to  remit  in  specie  or  bills  of  exchange  on  Europe 
or  the  North,  the  bank  by  October,  1819,  corrected  to  a  con- 
siderable extent  the  injurious  distribution  of  the  capital 
occasioned  by  former  mismanagement.  There  were,  how- 
ever, vast  sums  still  locked  up  at  Baltimore  and  the  western 
offices,  and  at  all  the  southern  offices  the  funds  held  were 
excessive.^  Nevertheless,  correct  banking  principles  de- 
manded that  definite  capitals  should  be  assigned  to  the  bank 
and  its  offices,  since  otherwise  it  would  be  impossible  to  "do 
business  with  judgment  or  success."  *  The  1st  of  November, 
1819,  was  therefore  selected  as  the  date  upon  which  the 
capital  should  be  considered  fixed, ^  though  the  sums  assigned 
were  in  most  cases  provisional,  and  nothing  whatever  was 
allotted  to  Baltimore  or  to  the  western  offices.^  Meanwhile 
the  southern  offices  were  ordered  to  continue  to  remit  in  bills 


1  Cheves,  p.  22,  and  Niles,  ibid.,  p,  91.     2  Cheves,  p.  30,  and  Niles,  ibid.,  p.  95. 
3  Report  of  Committee  of  Bank,  Sept.  25, 1819,  F.,  Vol.  IV,  p.  907,  sees.  3,  4. 
4I6id.,  p.  906,  sec.  1.  5  jftid.,  p.  909,  sec.  17.  ^ Ibid.,  p.  901,  sec.  5. 
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of  foreign  or  domestic  exchange  all  excess  of  capital  and  all 
revenue  received  on  account  of  the  government.* 

The  most  difficult  and  the  essential  task  still  remained,  for 
the  mechanism  of  the  system  had  to  be  arranged  so  as  to 
keep  the  capital  stationary,  and  thus  avoid  a  repetition  of 
the  disasters  of  the  previous  years.  In  analyzing  the  causes 
of  the  transfer  of  the  funds  to  the  South  and  West,  the 
directors  pointed  out  those  which  needed  correction  before 
any  permanent  reform  could  be  obtained  or  the  bank's  safety 
assured.  These  were:  the  payment  of  government  revenues 
at  the  eastern  offices  in  notes  of  the  distant  branches,  which 
made  necessary  the  keeping  of  large  supplies  of  specie  at  all 
the  offices  to  redeem  them;  the  collections  and  drafts  of  the 
bank  and  its  offices  on  each  other;  and  the  payments  on 
account  of  the  government,^  which  had  to  be  made  wherever 
ordered  if  the  bank  held  sufficient  funds  belonging  to  the 
government,  even  if  it  did  not  have  them  at  the  particular 
office  where  payment  was  demanded. 

The  first  of  these  causes  Cheves  always  considered  as  the 
most  serious  after  the  western'  note  issues,  because  the 
exchanges  were  invariably  against  the  West,  and  for  half  the 
year  against  the  South ;  and  hence  the  notes  of  these  offices 
would  run  constantly  to  the  East  and  North  in  payment  of 
government  dues,  and  thus  tend  to  shift  the  capital  to  the 
West  and  South. ^  As  the  course  of  exchange  could  not  be 
controlled,  one  of  two  things  was,  in  his  opinion,  necessary: 
either  the  government  must  decline  to  receive  the  branch 
notes  in  payment  of  government  dues,  except  where  the 
notes  were  by  their  tenor  made  receivable ;  or  the  bank  must 
put  an  end  to  the  issue  of  western  notes  and  greatly  diminish 
the  issue  of  southern  notes.    At  the  very  beginning  of  his 

1  Report  of  Committee  of  Bank,  Sept.  25, 1819,  F.,  Vol.  IV,  p.  908,  sec.  10. 
2/6id.,  p.  908,  sec.  12. 

3  Cheves  to  Crawford,  April  6,  1819,  ihid.^  p.  873;  and  Memorial,  Bank  of  the 
United  States,  Dec.  7, 1820,  ibid.,  Vol.  Ill,  p.  589. 
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presidency,  therefore,  Cheves  earnestly  appealed  to  Secre- 
tary Crawford  to  cease  the  receipt  of  branch  paper  in  the 
eastern  cities  in  payment  of  government  dues.^  Crawford 
declined  to  accede  to  the  proposition,  as  he  considered  it  ille- 
gal, and  was  certain  that  it  would  be  inexpedient,  injurious 
to  the  treasury,  and  destructive  to  the  bank,  while  it  would 
transform  the  branch  issues  into  local  currencies,  circulating 
at  par  only  within  the  immediate  neighborhood  of  the  issuing 
offices.^  Cheves  submitted,  but  the  belief  that  the  govern- 
ment's receipt  of  such  notes  everywhere  was  dangerous  re- 
mained with  him  to  the  last.  In  December,  1820,  the  bank 
appealed  to  Congress  to  make  modifications  in  the  charter, 
and  especially  urged  a  change  in  this  respect.^  Since  neither 
the  treasury  nor  Congress  would  furnish  the  relief  asked, 
the  same  end  was  reached  by  the  alternative  method,  namely, 
by  prohibiting  the  issues  of  the  offices  against  which  the 
exchanges  ran.  The  western  offices  were  instructed  to  issue 
nothing  larger  than  five-dollar  notes.  The  notes  of  another 
office  were  not  to  be  paid  out  except  by  an  office  having  a 
credit  with  the  office  originally  issuing  them.* 

The  third  difficulty,  that  of  having  to  pay  government 
funds  wherever  they  were  called  for  without  having  time  to 

1  Cheves  to  Crawford,  April  2, 1819,  Exposition^  pp.  49-52.  Same  to  same,  April  6, 
1819,  iUd.,  pp.  53-7;  also  F.,  Vol.  IV,  pp.  873,  874. 

2  Crawford  to  Cheves,  April  6, 1819,  Exposition^  pp.  59-63.  Same  to  same,  April  9, 
pp.  64-9.  It  would  seem,  however,  that  for  a  brief  period  the  bank  refused  to  pay- 
such  notes  deposited  by  the  treasury  except  at  the  places  where  payable  by  the  tenor 
of  the  note.— Extract  from  minutes,  F.^  Vol.  IV,  p.  874;  Memorial,  Bank  of  the 
United  States,  Dec.  7, 1820,  i6id..  Vol.  Ill,  p.  589;  Niles,  Vol.  XVI,  pp.  417, 418;  Craw- 
ford to  Cheves,  April  27, 1819,  F.,  Vol.  IV,  p.  614. 

3  Memorial,  Bank  of  the  United  States,  Dec.  7, 1820,  ihid..  Vol.  Ill,  pp.  586  £E. 

4  "  When  the  notes  of  an  office  (above  five  dollars)  shall  appear  to  be  drawn  from 
it,  to  be  used  as  a  substitute  for  exchange,  it  shall  immediately  cease  to  issue  them, 
unless  it  be  indispensably  necessary  to  sustain  the  credit  of  the  office  to  do  so.  On 
this  principle  it  will  be  inexpedient,  considering  that  the  exchanges  run  steadily  and 
constantly  against  the  western  country,  that  the  offices  of  Pittsburg,  Cincinnati, 
Chillicothe,  Lexington  and  Louisville  should  issue  their  notes  unless  it  be  indis- 
pensably necessary  to  sustain  their  credit,  until  the  further  order  of  the  Board."— 
Report  of  the  Committee  of  the  Bank  of  the  United  States,  Sept,  25, 1819,  ibid,.  Vol.  IV, 
p.  908,  sec.  14. 
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transfer  them,  was  completely  obviated  by  a  new  arrange- 
ment with  the  treasury  by  which  sulficient  time  was  to  be 
given  in  all  cases  for  the  making  of  transfers.^ 

These  measures  were  in  themselves  sufficient  to  keep  the 
capital  fixed,  but  Cheves  was  not  a  man  to  take  any  chances, 
and  consequently  further  rules  were  enacted  with  the  same 
object  in  view.  In  addition  to  the  prohibition  upon  the 
issues  of  notes,  each  office  was  to  draw  bills  of  exchange 
upon  other  offices  only  when  it  had  provided  a  fund  upon 
which  to  draw.^  Such  bills  were  to  be  drawn  for  only 
sixty  days  and  payable  at  sight,  thus  avoiding  the  danger 
of  tying  up  capital  in  a  species  of  long  loans;  they  should 
not  be  bought  above  par,  nor  should  checks  be  sold  below 
par.  Each  office  must  make  provision  for  paying  its  notes 
on  presentation,  and  indeed  retain  specie  sufficient  to  meet 
any  unexpected  minor  demand.^  The  offices  should  collect 
debts  due  each  other,  and  furnish  one  another  monthly  lists 
of  notes  of  other  offices  held.  These  notes  were  to  be  sent 
home  as  soon  as  possible,  and  the  funds  to  pay  them  might 
be  secured  by  selling  drafts  on  the  debtor  office;  conversely, 
collections  might  be  provided  for  by  buying  bills  payable 
at  the  creditor  office.*  Besides  the  monthly  reports,  which 
acted  as  a  check  on  the  impulse  to  draw  on  the  other  offices, 
each  office  was  to  furnish  the  central  board  with  a  weekly 
list  of  the  bills  of  exchange  bought  and  checks  drawn,  giving 
exact  and  minute  information  about  them.^ 

1 F.,  Vol.  IV,  p.  909,  sec.  16,  and  Crawford's  answer  to  the  proposals,  Sept.  14, 1819, 
ibid.,  p.  640. 

2  "  They  shall  not  draw,  except  on  funds  to  meet  the  payment  of  their  drafts, 
unless  by  an  arrangement  or  understanding  with  each  other.  They  may,  under  such 
arrangements,  establish  mutual  credits  with  each  other  and  with  the  parent  bank, 
of  all  which  arrangements  the  parent  Board  shall  immediately  be  advised." — Ibid., 
p.  908,  sec.  12. 

3  Ibid.,  pp.  908,  909,  sec.  18.  4  md.,  p.  908,  sec.  12. 

5  "  The  offices  shall  severally  annex  to  their  weekly  statements  a  list  of  the  bills 
purchased  by  them  in  the  preceding  week,  with  the  names  of  the  drawers,  endorsers, 
and  drawees,  dates,  the  time  to  run,  whether  from  sight  or  date,  and  the  premitun  and 
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Such  were  the  measures  for  keeping  the  capital  fixed: 
the  treasury  was  to  draw  for  funds  only  after  giving  time 
for  the  transmission  of  the  funds;  the  offices  were  to  draw 
only  when  they  had  provided  for  the  payment  of  their 
checks  and  bills;  the  notes  of  offices  against  which  the 
course  of  exchange  ran  were  not  to  be  issued.  These  meas- 
ures were  the  essential  ones  in  putting  the  bank  into  a  posi- 
tion where  it  could  safely  continue  its  business,  once  its 
capital  was  withdrawn  from  the  South  and  West  and  prop- 
erly apportioned.  With  their  capitals  assigned,  the  offices 
knew  precisely  how  much  they  had  to  trade  upon,  and  all 
beyond  that  sum  which  came  into  their  hands  had  to  be 
accounted  for  and  returned  at  once  to  the  various  offices  to 
which  it  belonged. 

While  providing  against  dangers  which  threatened  from 
the  bank  management,  Cheves  undertook  to  hold  the  state 
banks  to  a  strict  accountability.  It  was  advisable  for  the 
bank's  profits  that  the  state  banks  should  not  be  suffered  to 
retain  enormous  balances  due  to  the  bank ;  it  was  necessary 
to  the  bank's  safety  that  they  should  not  be  permitted  to 
trade  absolutely  without  restriction,  for  if  they  did  so  the 
currency  could  not  be  kept  sound,  and  specie  payments 
could  not  be  continued.  Consequently,  as  a  means  to  the 
securing  of  the  bank's  just  profits,  to  its  safety,  and  to  the 
soundness  of  the  currency,  Cheves  insisted  upon  an  imme- 
diate reduction  of  state-bank  debts,  a  settlement  of  bal- 
ances in  the  future  at  fixed  intervals,  and  the  constant 
presentation  of  their  notes  for  specie.^  At  the  same  time 
vigorous  efforts  were  made  to  recover  the  bank's  funds  in 
Kentucky  and  Ohio.    By  taking  mortgages  and  collateral 

interest  received,  and  also  the  aggregate  amount  of  the  checks  drawn  by  them,  with 
the  average  rate  of  the  premiums  received." — Ibid.,  sec.  13. 

1 "  It  is  generally  understood  that  the  U.  S.  office  in  this  city  has  called  on  the 
state  banks  to  pay  up  their  balances,  about  20  per  cent,  a  week,  till  paid;  then 
to  settle  up  weekly,  or  at  some  short  period.  This  is  by  orders  from  head  quarters." 
— NiLES,  Vol.  XVI,  p.  261,  quoting  the  Richmond  Enquirer  of  May  28, 1819. 
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security,  and  by  accepting  real  estate  on  terms  easy  to  the 
debtors,  it  contrived  by  August  30,  1822,  to  secure  $961,- 
653.62  out  of  a  debt  due  at  Cheves's  accession  of  $6,351,- 
120.80.  Cheves  naturally  regarded  this  as  an  unusual 
achievement.^ 

Reform  in  the  management  was  energetically  pursued. 
Salaries  were  at  once  reduced,^  current  expenses  cut  to  the 
lowest  possible  figure,^  and  the  London  agency  discontinued, 
in  so  far  as  possible.*  As  a  consequence  the  expenses  were 
lower  than  at  any  other  period  of  the  bank's  history.'' 
Changes  of  officials  and  directors  began  even  before  Cheves 
was  placed  at  the  head  of  the  bank.  In  January,  1819, 
fourteen  new  directors  had  been  elected  to  the  parent  board 
out  of  a  total  of  twenty-five,^  and  immediately  afterward 
President  Jones  and  George  Williams  resigned  from  the 
board. ^  Cheves  remorselessly  continued  this  necessary  work, 
weeding  out  incompetent  officers  and  striving  to  bring 
criminals  to  punishment.  Less  than  a  year  after  his  enter- 
ing office,  Cashier  Jonathan  Smith  left  the  bank.^  McCul- 
loch  was  forced  out  of  the  Baltimore  branch  in  May,  1819, 
and  Buchanan  at  once  resigned;^  the  directors  of  the  branch 
were  changed;^"  a  new  president  was  elected;"  and  suits  were 
instituted  against  Buchanan,  Williams,  and  McCulloch  for 

1  Exposition,  pp.  26,  27,  and  Niles,  Vol.  XXIII,  p.  94. 

2  President's  and  cashier's  salaries  from  $7,000  to  $6,000;  rest  of  the  officers,  20 
per  cent. 

3  "  The  current  expenses  of  the  bank  have  been  essentially  reduced  since  the 
year  1819."— Report  of  Bank  Committee,  Oct.  1,  1822,  Cheves,  pp.  11,  86,  87,  and 
Niles,  ibid.,  p.  89. 

4  Report  of  Committee  on  the  State  of  the  Bank,  July  19, 1821,  Niles,  Vol.  XX, 
p.  344. 

^8.  D.  98,  22d  Cong.,  1st  Sess.,  pp.  44-8. 
e  H.  R.  460,  22d  Cong.,  1st  Sess.,  p.  286. 
^  Cheves,  p.  39,  and  Niles,  Vol.  XV,  p.  417. 

8  NiLBS,  Vol.  XVII,  p.  440.  His  place  was  taken  on  Feb.  25,  1820,  by  Thomas 
Wilson.— Cheves  to  Crawford,  March  1, 1820,  F.,  Vol.  IV,  p.  920. 

9  Cheves  to  Crawford,  May  27, 1819,  Exposition,  p.  73,  and  Niles,  Vol.  XVI,  p.  223. 
10  Niles,  ibid.,  p.  321.  The  vacancies  were  five.  n  Ibid.,  p.  238. 
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conspiracy  to  defraud  the  bank.  These  came  to  trial  in  the 
courts  of  Maryland  in  1821.  The  lower  court  acquitted  the 
defendants,  and  the  decision  was  then  overruled  by  the  court 
of  appeals ;  ^  but  on  re-trial  in  the  lower  court  in  1823  the 
defendants  were  again  acquitted.^  Suit  was  also  brought 
against  the  cashier  of  the  Middletown  branch  for  defalca- 
tion,^ while  similar  measures  were  taken  at  other  offices.  At 
Louisville,  Ky.,  the  number  of  directors  was  increased  from 
eight  to  thirteen,  only  four  of  the  old  directors  being 
retained,  and  a  new  president  was  appointed.*  Half  the 
directors  at  the  offices,  Niles  calculated,  were  turned  out.^ 
In  August,  1819,  the  president  of  the  Richmond  board 
resigned,^  there  being  a  deficit  at  that  branch  of  some 
$60,000;  and  in  September,  1820,  the  cashier  at  Fayette- 
ville,  N.  C,  resigned  because  of  a  deficiency  in  his  accounts.^ 
Meanwhile  the  western  and  southern  offices  were  carefully 
investigated  by  committees  of  the  bank  which  reported  their 
condition  as  well  as  the  amount  of  losses  suffered  during 
the  first  years  of  the  bank.*^  Cheves  was  of  the  opinion  that 
there  were  too  many  branches,®  and  it  was  determined  to 
reduce  the  number,  if  possible.^"  The  attempt  was  made,  but 
the  Cincinnati  branch  alone  was  withdrawn  in  October, 

1  Conspiracy  Cases,  Appendix,  pp.  81  £f.  ^Ibid,,  Appendix,  pp.  1  ff. 

3  Sum  lost,  $66,548.   Cashier  removed  Oct.  27, 1820.— 12  Whbaton,  12, 13. 

4  NlLES,  Vol.  XVI,  p.  260.  5  NiLES,  Vol.  XVII,  p.  325,  Jan.  15, 1820. 

6N1LBS,  Vol.  XVI,  p.  405,  Aug.  14, 1819;  p.  421,  Aug.  21, 1819.  The  fault  was  with 
one  of  the  clerks  of  the  branch— Niles,  Vol.  XVIII,  p.  32,  March  11, 1820,  quoting 
the  Richmond  Examiner, 

7  NiLES,  Vol.  XIX,  p.  26,  Sept.  29, 1820,  quoting  the  Fayetteville  Observer. 

8  Cheves,  pp.  26,  27,  and  Niles,  Vol.  XXIII,  p.  94. 

9  "We  have  too  many  branches,  ....  I  hope  they  will  be  reduced." — Cheves 
to  Crawford,  May  27, 1819,  Exposition,  p.  73. 

10  "The  committee  strongly  recommend  as  expedient,  that  the  number  of  the 
offices  of  discount  and  deposite  ....  should  be  gradually  diminished,  whenever 
it  shall  be  deemed  beneficial  to  the  institution." — Report  of  Committee  of  Bank 
Stockholders,  Nov.  5, 1819,  Niles,  Vol.  XVII,  p.  166.  The  same  recommendation  was 
made  by  the  committee  of  1822.—  Cheves,  p.  11 ;  Niles,  Vol.  XXIII,  p.  89. 
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1820,^  it  being  found  "  inexpedient  to  discontinue  any  other 
office." ' 

Complete  success  crowned  these  various  measures.  On 
the  1st  of  January,  1821,  the  capital  was  once  more  entire,' 
$3,550,000  having  been  appropriated  from  profits  since  1819 
to  a  contingent  fund  to  cover  the  losses  of  the  early  years. 
A  dividend  of  1^  per  cent,  was  then  declared.*  By  January, 
1823,  the  capital  was  fairly  apportioned,  though  not  yet  in 
entire  consonance  with  the  best  interests  of  the  bank.  Per- 
manent capitals  were  fixed  in  the  cases  of  the  southern  and 
northern  offices,  with  the  exception  of  Baltimore.  Here  and 
at  the  western  offices  no  capitals  could  yet  be  assigned.^ 

The  effect  of  these  measures  upon  the  volume  of  the 
bank's  business  was  marked.  With  the  effective  funds  of 
$8,000,000,  to  which  Cheves  had  virtually  reduced  the  capital 
of  the  bank,  no  extensive  business  was  done,  and  under  his 
management  little  could  be  done;  for  his  policy  was  one  of 
continuous  restriction.  Since  the  western  and  southern 
offices  could  rarely  issue  notes,  they  could  not  make  any 
material  discounts,  and  the  measures  thus  adopted  checked 

1  Cheves  to  Crawford,  Oct.  21, 1822,  F.,  Vol.  IV,  p.  944.  Oct.  2  was  the  date  of  with- 
drawal. 

2  Cheves,  p.  28,  and  Nilbs,  Vol.  XXIII,  p.  94. 

3  "  Resolved^  That,  in  the  opinion  of  the  board,  the  losses  of  the  bank,  previously 
sustained,  were  repaired,  and  that  the  capital  stock  was  re-established,  and  made 
whole  on  the  first  day  of  January,  1821."— Eeport  of  Committee  on  the  State  of  the 
Bank,  Jan.  23, 1821,  Niles,  Vol.  XIX,  p.  375. 

4  Report  Dividend  Committee  of  Bank,  July  2, 1821,  Niles,  Vol.  XX,  pp.  298- 
300,  and  H.  R.  460,  22d  Cong.,  1st  Sess.,  p.  213. 

5  Distribution  of  capital,  Dec,  1822 : 

Philadelphia  -      -      -    $24,245,306.24  (presumably  includes  suspended  debt,  etc.). 
Portsmouth       -      -  200,000.00      Fayetteville      ....    $  500,000.00 

Boston     ...      -      1,500,000.00      Charleston     ....  1,500,000.00 

Providence       -      -  350,000.00      Savannah   1,000,000.00 

Middletown    -      -      -        200,000.00      Lexington     -      -      -  -   

New  York  -      -      -         2,500,000.00  Louisville  

Baltimore      -     -      -    Chillicothe    -      -     -  -   

Washington       -      -  500,000.00  Cincinnati  

Richmond      -      -      -      1,000,000.00      New  Orleans  -      -      -      -  1,000,000.00 

Norfolk      -      -      -  500,000.00  Pittsburg  

•  —F.,  Vol.  IV,  p.  477. 
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western  business  almost  entirely.  In  the  light  of  this  fact 
it  was  futile  for  Cheves  to  assert  that  his  management  had 
never  ordered  a  contraction.^  It  never  had,  in  so  many 
words,  but  the  entire  policy  of  that  management  meant  a 
continuous  contraction.  "  Total  investments  "  for  the  whole 
of  Cheves' s  administration  were  much  less  than  at  any  other 
period  of  the  bank's  existence,  and  discounts  were  par- 
ticularly restricted,  running  from  about  $25,000,000  to 
$30,000,000  out  of  from  $39,000,000  to  $44,000,000  of 
productive  funds.  ^ 

The  issues  kept  pace  with  the  discounts,  ranging  from 
$3,519,000  in  January,  1820,  to  $6,630,000  in  September  of 
the  same  year.  The  West  and  South  were  almost  completely 
deprived  of  the  bank's  notes,  as  a  consequence  of  the  policy 
of  September,  1819,  which  forbade  their  issue  when  the 
course  of  exchange  was  adverse,^  though  in  October  of  that 
year  the  same  plan  allowed  all  the  offices  to  issue  five-dollar 
notes,  no  matter  what  the  course  of  exchange,  and  provided  for 
their  redemption  at  all  the  offices.*  This  permission,  however, 
was  of  little  value,  since  the  notes  had  to  be  signed  by  the 
president  and  cashier  of  the  parent  board,  and  these  officers 

1 "  I  now  state,  and  defy  contradiction,  and  am  ready  to  prove  that  no  curtail- 
ment has  been  ordered  from  the  time  I  took  my  seat,  until  this  day." — Exposition, 
p.  21,  and  Niles,  Vol.  XXIII,  p.  92. 

2  Out  of  a  total  of  $40,640,000  of  productive  funds  in  April,  1819,  $33,480,000  were  in 
discounts.  In  1820  discounts  at  no  time  exceeded  $29,913,000.  In  1821  discounts  at 
their  maximum  were  $29,346,000  out  of  a  total  of  $40,061,000,  while  in  1822  the  maximum 
was  $28,561,000  out  of  a  total  of  $44,602,000.  In  the  discounts,  too,  would  be  included 
the  suspended  debt  of  $10,000,000. 

3 "All  notes  issued  south  and  west  of  Washington  have,  in  consequence  of  the 
state  of  exchange  between  these  places  and  the  commercial  cities  to  the  east  of  this 
place,  centered  in  those  cities.  The  Bank  has  consequently  found  itself  constrained 
to  direct  those  branches  to  refuse  to  issue  their  notes,  even  upon  a  deposite  of  specie. 
The  effect  of  these  causes,  combined,  has  been,  the  exclusion  from  circulation,  in  all 
the  states  west  and  south  of  the  seat  of  government,  of  the  notes  of  the  Bank  of  the 
United  States  and  its  offices."— Crawford's  Report,  Dec.  1, 1820,  F.,  Vol.  Ill,  p.  552. 

*  Oct.  16, 1819.  "  Notice  is  hereby  given,  that  the  notes  of  this  bank  and  its  offices, 
of  the  denomination  of  five  dollars,  will  be  received  and  paid  on  demand,  at  the 
bank  and  its  offices  respectively,  without  reference  to  the  place  where  they  may,  by 
their  terms,  be  made  payable. — By  order  of  the  board  of  directors,  Jonathan  Smith, 
cashier."— Niles,  Vol.  XVII,  p.  115,  Oct.  23, 1819;  see  F.,  Vol.  IV,  pp.  908,  909,  sec.  15. 


82    The  Second  Bank  of  the  United  States 


being  entirely  too  busy  to  give  adequate  time  to  this  task, 
very  few  five-dollar  notes  were  furnished.^  The  bank,  never- 
theless, was  anxious  to  meet  the  difficulty  by  increasing  its 
issues  of  five-dollar  notes,^  and  the  order  allowing  them  to  be 
tak-en  at  all  offices  gave  relief  in  the  North.  The  prohibition 
upon  the  offices  against  receiving  any  of  the  notes  had  stood 
for  fourteen  months,  and  had  caused  much  embarrassment 
and  excessive  feeling.^ 

Cheves's  management  of  the  bank,  on  the  whole,  was 
excellent.  Nevertheless,  he  failed  to  avoid  all  errors.  He 
could  not  restrict  overdrawing  either  at  the  parent  bank  or 
at  the  branches.*  He  could  not  control  the  branches  to  the 
extent  requisite,  and  found  an  adequate  apology  for  his 
failure  in  the  nature  of  the  branch  directorates  and  their 
officers.  He  recommended  as  remedies  the  withdrawal  of 
offices  where  possible,  and  the  payment  of  good  salaries 
to  the  presidents.^  His  banking  methods,  moreover,  were 
not  altogether  commendable.  He  discounted  notes  at 
long  dates, ^  he  made  loans  on  the  security  of  the  bank's 
stock,^  and  he  was  content  to  have  the  bank's  issues  consti- 

1  Memorial,  Bank  of  the  United  States,  Dec.  7, 1820,  F.,  Vol.  Ill,  p.  589. 

2  "  The  five  dollar  notes  of  the  bank  and  the  offices  shall  be  increased  as  fast  as 
they  can  be  prepared  and  signed." — Report  of  Committee  of  the  Bank,  Sept.  25, 1819, 
F.,  Vol.  IV,  p.  908,  sec.  15. 

3NILES,  Vol.  XV,  p.  61,  Sept.  19, 1818;  Vol.  XVI,  p.  290,  June  26, 1819;  Vol.  XVH, 
p.  5,  Sept.  4.  1819. 

4  "  Sometimes  when  checks  are  presented,  the  officer  will  not  think  it  neces- 
sary scrupulously  to  examine  the  accounts  of  the  individuals  drawing,  to  see  with 

how  much  they  are  credited,  but  will  pay  them  at  once  Mr.  Cheves  attempted 

to  check  this  practice  as  an  irregularity,  and,  in  consequence,  the  business  of  the 
bank  with  the  brokers  was  diminished,  and  many  complaints  were  made  by  the  mer- 
chants. The  practice  was  soon  resumed,  not,  however,  with  the  assent  of  Mr. 
Cheves."— T.  Wilson,  H.  B.  460,  22d  Cong.,  1st  Sess.,  p.  113;  case  at  Savannah 
branch,  1820-21,  S.  Nicholas  to  Biddle,  Feb.  26, 1821,  B,  P. 

5  Cheves  to  Crawford,  May  27, 1819,  Exposition,  p.  73,  and  Report  of  Committee 
of  Stockholders,  ibid.,  p.  11. 

6  "  The  bank,  to  keep  up  its  business  as  far  as  possible,  discounted  long  paper, 
say  at  four  and  six  months,  and  perhaps  longer." — Cheves  in  answer  to  T.  Cooper, 
Aug.  18,  1837,  NiLES,  Vol.  LIII,  p.  8,  quoting  the  Charleston  Mercury. 

7  The  amount  of  loans  on  bank  stock  in  Aug.,  1822,  was  $5,974,725.80.— Biddle  to 
stockholders,  Sept.,  1831,  Niles,  Vol.  XLI,  p.  117. 
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tute  merely  local  currencies,  and  strove  to  make  them  so. 
In  short,  Cheves  was  not  a  banker  either  by  profession  or 
by  inclination.  He  saved  the  bank,  but,  having  done  that, 
he  had  exhausted  his  usefulness  to  the  institution. 

The  difficulties  with  the  states  and  the  state  banks  con- 
tinued all  through  his  administration,  and  were  indeed  much 
more  serious  then  than  either  before  or  after.  The  currencies 
of  the  state  banks  were  in  a  wretched  condition.  In  April, 
1819,  bank  paper  at  New  York  ranged  from  par  for  New 
England  notes  to  75  per  cent,  discount  for  other  notes ;  at 
Baltimore,  in  August,  1819,  New  England  notes  were  depre- 
ciated from  1  to  6  per  cent..  New  York  notes  from  par  to  8 
per  cent. ,  Pennsylvania  notes  from  par  to  60  per  cent. ,  west- 
ern notes  from  10  to  60  per  cent. ,  and  southern  notes  from  1 
to  25  per  cent.^  Throughout  the  states  failures  were  con- 
tinuous through  1819-20  f  in  the  South  and  West  affairs  were 
even  worse.  All  the  banks  of  North  Carolina  virtually  sus- 
pended specie  payments  May  31,  1819.^  The  banks  of  South 
Carolina  did  not  regularly  pay  specie  until  1823.*  In  July, 
1819,  the  Nashville  Bank  of  Tennessee  suspended  payment.'^ 
The  Bank  of  Missouri  stopped  in  August,  1821,®  and  in  that 
month  Cheves  was  unable  to  find  any  bank  in  Tennessee, 
Indiana,  or  Illinois  which  he  considered  perfectly  sound.  ^ 
In  brief,  there  were  very  few  banks  in  the  South  and  West 
during  the  years  1819-22  which  redeemed  their  notes  in 
specie.  In  Tennessee,  Kentucky,  Ohio,  Missouri,  Illinois, 
and  Indiana  affairs  were  even  worse  than  elsewhere,  for  in 
these  states  the  relief  system  was  established,  hindering 
creditors  from  collecting  their  debts,  with  the  effect  of  bring- 
ing disgrace  and  ruin  upon  the  states  themselves.^    The  con- 

1  NiLES,  Vol.  XVI,  p.  434.  2  ihid..  Vols.  XVI  and  XVII,  passim. 

3  F.,  Vol.  IV,  p.  1039.  4  Gouge  (Cobbett's  edition),  p.  104. 

5  Crawford  to  Cheves,  July  28, 1819,  F.,  Vol.  IV,  p.  629. 

6  Ihid.,  p.  758.  Aug.  24, 1821.  1  Cheves  to  Crawford,  Aug.  7, 1821,  ihid.,  p.  956. 
8  That  is,  a  system  intended  to  give  relief  to  the  debtor  by  throwing  obstacles  in 

the  way  of  the  collection  of  debts  by  the  creditor.   This  was  done  by  enacting 
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sequences  were  painful  to  all  parties.  The  bank  would  not 
take  the  notes  of  any  but  specie-paying  banks,  it  did  not 
issue  its  own  notes  in  any  considerable  quantity  in  the 
South  and  West,  and  it  forced  the  specie-paying  state 
banks  to  restrict  their  issues  by  frequent  presentation  of 
their  notes  for  redemption.  As  a  result  the  people  of  these 
sections  could  secure  no  loans,  and  were  left  totally  with- 
out a  sound  currency.  Convinced  that  the  bank  was  to 
blame  for  all  their  woes,  the  entire  population  of  the  South 
and  West  spent  their  nights  and  days  in  reviling  it  as  a 
rapacious,  greedy,  oppressive,  and  destructive  monopoly. 
Cheves  had  no  wish  to  play  the  martyr,  and  consequently 
adopted  as  lenient  a  policy  as  possible;  but  it  was  all  in 
vain,  as  his  experience  proved. 

The  banks  of  Savannah,  namely,  the  Planters'  Bank  and 
the  Bank  of  the  State  of  Georgia,  had  enjoyed  immunity 
from  paying  their  debts  while  Jones  was  president  of  the 
bank.  Under  Cheves  the  case  was  altered.  As  the  bank 
issued  no  notes  in  Georgia,  the  notes  of  the  Georgia  banks 
were  received  in  payment  of  the  government  revenue,  and  the 
Bank  of  the  United  States,  which  took  them,  credited  them 
to  the  treasury  as  specie.  As  a  natural  consequence  it  then 
asked  the  Georgia  banks  to  redeem  them  in  specie,^  and  thus 
forced  the  Georgia  banks  to  reduce  their  business  in  what 
they  considered  an  astounding  degree.^  Moreover,  in  May, 
1820,  the  directors  determined  that  the  balances  against  the 
Georgia  banks  must  be  reduced.    Hitherto  the  Savannah 

replevin  laws,  staying  the  execution  of  judgments  in  favor  of  the  creditor,  or  giving 
the  debtor  the  right  to  recover  at  a  slight  advance  his  property  sold  in  payment  of 
his  debts ;  or  by  laws  forbidding  the  sale  of  real  estate  excepting  at  a  value  appraised 
by  the  neighbors  of  the  debtor ;  or  by  similar  pernicious  legislative  devices. 

1 "  The  heavy  balances  which  had  before  accumulated  were  caused  by  receipts 
on  account  of  the  revenue  and  Government  drafts,  and  have  been  long  since  paid  to 
the  Government  by  this  bank."—  Cheves  to  Crawford,  June  9, 1820,  F-,  Vol.  IV,  p.  927. 

2  "  The  very  diminished  amount  of  their  circulation,  (understood  to  be  two- 
thirds  of  their  paid  capital,  whereas  it  was  once  as  three  to  one)."— Richardson 
to  Cheves  -July  16, 1820,  ibid.,  p.  937. 
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banks  had  received  the  benefit  of  at  least  $200,000  of  the 
bank's  capital/  this  being  the  average  amount  of  the  debt 
against  them.  Even  now  the  directors,  dreading  the  possible 
results  of  popular  hostility  in  the  great  state  of  Georgia,  pre- 
pared to  allow  themselves  to  be  robbed  still  further,  though 
to  a  less  extent.  The  Greorgia  banks  were  to  be  allowed  a 
permanent  credit  of  $100,000  without  interest,  that  sum  to  be 
held  by  the  branch  in  Savannah  in  their  notes  and  not  pre- 
sented for  payment.  In  other  words,  the  bank  was  willing 
to  devote  $100,000  of  its  capital  to  the  use  and  profit  of  the 
state  banks  of  Georgia.  But  beyond  this  it  would  not  go ; 
it  sternly  demanded  that  all  debts  in  excess  of  the  $100,000 
should  be  duly  paid,  and  instructed  its  offices  not  to  receive 
the  notes  of  the  banks  unless  they  would  pay  the  excess  on 
demand.^  The  Georgia  banks  considered  the  propositions 
monstrous,  refused  to  pay  the  excess,^  and  declined  haughtily 
to  suffer  the  indignity  of  daily  settlements  for  their  notes.* 

1  "  Whereby  the  oflSce  lost  and  these  banks  gained  the  use  of  the  sum  of  $200,000, 
or  thereabouts,  of  the  capital  of  the  branch  for  a  period  of  nearly  three  years." — 
Report  of  Committee  on  the  State  of  the  Offices,  July  11, 1820,  ibid.,  p.  933.  See  exact 
figures,  ibid,  p.  934,  column  4  of  table. 

2  "1.  Resolved,  That  the  office  at  Savannah  do,  immediately  on  the  receipt  of  this 
order,  cease  to  receive  in  deposit  or  payment  the  notes  of  such  local  banks  as  shall 
not  punctually  and  bona  fide  redeem  them. 

"  2.  Resolved,  nevertheless,  That  if  the  said  banks,  respectively,  shall  bona  fide  pay 
on  demand  their  proportions  of  the  whole  of  the  local  paper  held  by  the  office, 
over  and  above  their  proportions,  respectively,  of  the  sum  of  $100,000,  which  the  office 
is  permitted  to  keep  on  hand,  then  the  foregoing  resolutions  shall  cease  to  operate  as 
to  such  banks,  respectively. 

"  3.  Resolved,  That  on  failure  of  the  said  banks,  respectively,  to  honor  their  notes 
in  the  manner  stated  in  the  second  resolution,  suits  be  commenced  against  them, 
respectively,  at  the  next  return  of  the  Circuit  Court  of  the  United  States  for  the  Dis- 
trict of  Georgia,  for  the  recovery  of  the  whole  amount  of  their  paper  held  by  the 
office,  with  legal  and  customary  interest  thereon."—  Report  of  Committee  on  the 
state  of  the  Offices,  May  30, 1820,  ibid.,  p.  932. 

3  Planters'  Bank  refused  to  the  amount  of  $10,900;  State  Bank,  $25,600.— Hunter, 
of  Savannah,  to  Cheves,  May  30, 1820,  ibid.,  p.  928.  This  in  excess  of  the  permanent 
deposit.— Cheves  to  Crawford,  June  9, 1820,  ibid,,  p.  927. 

4  "  The  requisition  by  the  office  of  the  United  States  Bank  for  a  daily  cash  settle- 
ment from  the  local  banks  has  been  resisted,  not  only  as  unnecessary  and  totally 
without  example  in  the  intercourse  of  the  banks  in  this  quarter  of  the  Union,  who 
have  always  acted  towards  each  other  with  unlimited  and  distinguished  confidence, 
but  as  otherwise  objectionable."—  Report  of  Joint  Committee  of  Savannah  Banks 
[Planters'  and  Bank  of  the  State  of  Georgia],  June  21, 1820,  ibid.,  p.  1055. 
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Nevertheless,  the  bank  was  still  unwilling  to  grapple  with 
the  state  institutions  and  took  steps  toward  further  conces- 
sions. The  Georgia  banks  now  dictated  their  terms:  daily- 
settlements  of  balances  must  be  abandoned ;  the  Bank  of  the 
United  States  must  issue  its  own  notes  and  not  those  of  the 
state  banks ;  and,  finally,  the  Savannah  banks  would  redeem 
the  notes  already  held  and  submit  to  weekly  or  monthly  set- 
tlements in  the  future.^  Willing,  if  possible,  to  evade  the 
conflict,  the  Bank  of  the  United  States  accepted  these  terms,'^ 
at  the  same  time  indignantly  repudiating  the  insinuation  of 
the  Georgia  banks  that  it  wished  to  draw  specie  from  them.^ 
Yet  the  arrangement  was  scarcely  accepted  when  a  letter 
from  the  president  of  the  Savannah  bank  revealed  to  Cheves 
that  the  state  banks  would  hardly  be  willing  to  consent  to 
weekly  settlements.*  To  this  Cheves  replied  that  weekly 
settlements  must  be  adhered  to,  but  conceded  that,  if  the 
Savannah  banks  would  pay  6  per  cent,  interest  on  the  bal- 
ances in  excess  of  $100,000,  they  need  not  discharge  them.^ 
The  banks  of  Savannah  at  last  accepted  these  terms  in  Janu- 
ary, 1821,  with  the  addition,  however,  that  checks  on  north- 
ern cities  might  be  given  in  lieu  of  specie. 

But  peace  endured  only  for  the  moment.  No  concessions 
could  satisfy  the  Georgia  banks,  for  they  were  resolved  to  do 

1  Report  of  Joint  Committee  of  Savannah  Banks,  F.,  Vol.  IV,  p.  1056. 

2  "  1.  Resolved,  That  the  ofl&ce  at  Savannah  be  authorized  and  instructed,  so  long 
as  the  balances  of  the  Savannah  banks  shall  be  kept  within  the  rules  heretofore  pre- 
scribed, not  to  require  settlements  of  these  banks  oftener  than  once  in  each  week, 
unless  the  amount  of  the  notes  which  it  may  hold  of  the  said  banks,  respectivelj-, 
shall  exceed  the  sum  of  $50,000,  over  and  above  their  respective  proportions  of  the 
aggregate  of  local  paper  which  the  office  is  allowed  to  hold ;  in  which  case  the  office 
will,  of  course,  demand  as  heretofore  directed. 

"2.  Resolved,  That  the  office  at  Savannah  be  authorized  to  cease  entirely,  so  long 
as  the  balances  shall  be  kept  within  the  limits  aforesaid,  to  pay  out  the  notes  of  the 
banks  of  Savannah,  if  these  banks  shall  desire  it,  and  that  in  that  case  it  pay  all 
demands  upon  it  in  its  own  notes,  (except  where  it  shall  be  disadvantageous  to  the 
interests  of  the  bank  to  do  so),  or  in  specie."—  Report  of  Committee  on  the  State  of 
the  Bank,  July  11, 1820,  ibid.,  p.  934. 

3  Ibid.  *  Richardson  to  Cheves,  July  16, 1820,  ibid.,  p.  937. 
6  Cheves  to  Richardson,  July  21, 1820,  ibid.,  p.  938. 
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a  business  far  in  excess  of  what  was  commercially  justifiable, 
and  the  agreement  of  January  still  restricted  their  dealings. 
They  complained  that  they  could  do  no  "  new  business ; " 
and  that  they  imported  specie  at  a  loss  to  redeem  balances 
held  by  the  Bank  of  the  United  States/  After  six  months' 
trial  of  the  new  plan,  they  were  in  a  worse  condition  than 
ever.^  The  Planters'  Bank,  therefore,  annulled  the  agree- 
ment on  June  22,  1821,^  making  the  astounding  request 
that  no  more  of  its  notes  be  received  at  the  branch,  and 
declining  to  redeem  notes  presented  by  the  Bank  of  the 
United  States  henceforth,  unless  relations  were  placed  on  a 
more  "  liberal  and  friendly  footing."* 

Cheves  was  righteously  indignant.  He  declared  that 
the  Bank  of  the  United  States  had  "  exhausted  the  cup  of 
concession  "  and  would  go  no  farther,^  and  the  branch  dis- 
tributed circulars  accusing  the  Planters'  Bank  of  having 
suspended  specie  payments.^  Hereupon  the  Planters'  Bank 
angrily  retorted  that  no  further  intercourse  could  be  held 
with  the  Bank  of  the  United  States/  and  complained  that 
"dissatisfaction  or  irritation  against  the  government  in 
Georgia"  arose  only  when  "this  mammoth  came  here  to 

1 "  still  they  curtailed  their  discounts  and  did  no  new  business,  except  in  the  pur- 
chase of  bills  of  exchange  on  the  north,  .... 

"  The  Bank  of  Georgia  paid  interest  under  the  agreement.  This  bank  continued 
to  import  and  buy,  at  a  considerable  premium,  specie  to  pay  the  excesses."— Eich- 
ardson  to  Crawford,  July  21, 1821,  ibid.,  p.  1068. 

2  "The  experiment  has  been  made  and  found  to  fail.  After  six  months'  experi- 
ence (during  which  every  sacrifice,  short  of  closing  their  doors,  has  been  made  to 
enable  them  to  maintain  their  intercourse  with  your  office)  the  State  banks  find  them- 
selves in  a  worse  situation  than  before."— Richardson  to  President  Campbell,  June 
25, 1821, ibid.,  p.  1070. 

3  J.  Marshall  to  John  Hunter,  June  22, 1821,  ibid.,  p.  1074, 

*  "  We  wish  you  to  refuse  our  paper  hereafter ;  and  I  am  instructed  to  request 
that,  from  the  date  of  the  annullment  to  the  present  agreement,  it  may  not  be 
received  at  your  office  in  any  shape." 

The  Planters'  Bank  resolved  "  on  refusing  to  pay  its  bills  accumulated  by  the 
Bank  of  the  United  States,  unless  their  intercourse  can  be  conducted  on  the  liberal 
and  friendly  footing  which  prevails  among  the  State  institutions."— Richardson  to 
Campbell,  June  25, 1821,  ibid. 

5  Cheves  to  Crawford,  Aug.  25,  1821,  ibid.,  p.  958. 

6  Richardson  to  Crawford,  July  25, 1821,  ibid.,  p.  1071.  7  Ibid. 
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destroy  our  very  substance.  Ships,  plantations,  negroes, 
wharves,  stores,  all  the  sources  of  wealth  of  the  state  have 
been  [devoured]  by  this  all  consuming  power!  "  It  declared 
that  it  would  cash  no  more  of  its  notes  presented  by  the 
Bank  of  the  United  States.^ 

Meanwhile,  the  Bank  of  the  State  of  Georgia  also 
annulled  the  agreement  of  January,  1821,  and  the  office 
refused  the  paper  of  both  banks.^  Attempts  to  collect  specie 
for  notes  held,  however,  met  with  determined  and  succesful 
resistance.  In  December,  1819,  the  state  legislature  had 
made  this  difficult  by  suspending  the  law  allowing  25  per 
cent,  damages  on  the  failure  of  the  state  banks  to  redeem 
their  notes  in  specie,  so  far  as  that  law  operated  in  favor  of 
the  Bank  of  the  United  States,^  and  in  December,  1821,  it 
totally  precluded  the  bank  from  recovering  specie  on  such 
notes  by  enacting  that  after  January  1,  1822,  state-bank 
notes  held  by  the  Bank  of  the  United  States  "  shall  not  be 
redeemable  in  specie,"  unless  the  person  presenting  them 
should  swear  that  the  notes  were  not  procured  by  the  bank 
"  for  the  purpose  or  with  any  intent  ....  to  demand  or  to 
draw  specie  "  from  the  bank  issuing  the  notes.* 

The  business  of  the  Savannah  branch  rapidly  fell  away. 
In  January,  1822,  Biddle  was  informed  that  *'  not  a  single 
deposit  is  made  in  it  nor  do  they  discount  a  dollar  but  in 
renewal  of  paper,"  ^  and  by  the  close  of  1824  it  was  almost 
totally  deprived  of  business.^ 

1  Richardson  to  Crawford,  July  21, 1821,  F.,  Vol.  IV,  pp.  1069, 1070. 

2  Cheves  to  Crawford,  Aug.  25,  1821,  ibid.,  p.  958. 

3  Dec.  18, 1819.— Lamab,  Laws  of  Georgia  (1810-19),  p.  1206. 

4  Enacted  Dec.  24, 1821— Laws  of  Georgia  (Dawson's  Compilation),  pp.  70,  71. 

5  S.  Nicholas  to  Biddle,  Jan.  14, 1822,  Biddle  Papers. 

6  Reduction  of  the  business  of  the  Bank  of  the  United  States  in  Georgia : 

Oct.,  1820  Dec,  1824 

Deposits  of  individuals  $  112,562  $  39,896 

Domestic  bills  discounted       ....            55,896  6,070 

Bills  and  notes  discounted                                  1,157,054  448,125 

Bills  on  stock  pledged                                            29,860  6,590 

Balances  due  from  state  banks  reduced  from  $75,724  to  $10,862.— Niles,  Vol. 
XXVm,  p.  116,  April  23, 1825. 
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The  directors  promptly  inaugurated  suit  against  the 
Planters'  Bank  to  compel  it  to  pay  specie  for  its  notes,  and 
after  a  long  course  of  litigation  the  case  was  settled  in  the 
Supreme  Court  of  the  United  States  in  favor  of  the  bank.^ 
Hereupon  the  Georgia  legislature,  in  December,  1824, 
repealed  the  obnoxious  law  permitting  the  state  banks  to 
refuse  specie  for  their  notes  to  the  Bank  of  the  United 
States,^  and  the  national  bank  was  once  more  enabled  to 
engage  in  profitable  banking  in  Georgia. 

The  same  opposition  and  the  same  state  of  public  feeling 
existed  elsewhere.  In  July,  1819,  the  Bank  of  Nashville  ap- 
pealed to  the  public  against  the  Bank  of  the  United  States  in 
an  address,  declaring  that  it  was  striving  to  "destroy  every 
state  bank."^  In  South  Carolina,  one  year  later,  a  deter- 
mined effort  was  made  to  establish  a  "  system  of  state  paper 
money,"  on  the  ground  that  the  Bank  of  the  United  States 
was  collecting  specie  for  bank  notes.*  In  all  the  western 
states  the  relief  system  went  into  effect  in  1819-20,  by 
which  the  bank,  in  common  with  other  creditors,  was  hin- 
dered from  collecting  its  just  debts.  In  Kentucky  a  court 
held  that  it  was  without  power  under  its  charter  to  pur- 
chase a  promissory  note  or  to  collect  on  such  note  if  pur- 
chased,^ a  decision  supported  by  the  court  of  appeals.^  The 
state  of  Ohio  waged  relentless  warfare  upon  the  bank. 
Undeterred  by  the  decision  of  the  Supreme  Court  in  the 
case  of  McCulloch  vs.  Maryland,  a  determined  effort  was 
made  to  collect  the  tax  laid  upon  the  branches  at  Chilli- 
cothe  and  Cincinnati.    The  statute  decreed  that  the  tax 

1  Bank  of  the  United  States  vs.  The  Planters'  Bank  of  Georgia,  9  Wheaton, 
904,  Feb.  term,  1824. 

2  Dec.  20, 1824,  Laws  of  Georgia  (Dawson's  Compilation),  p.  71. 
3NILES,  Vol,  XVI,  p.  341. 

4  Cheves  to  Crawford,  July  12, 1820,  F.,  Vol.  IV,  p.  931. 

5  Bank  of  the  United  States  vs.  Norvell,  2  A.  K.  Marshall,  101,  fall  term, 
1819  (Kentucky  reports)  ;  Niles,  Vol.  XVII,  p.  150. 

6J6id.,  p.  365.  The  court  reversed  this  opinion  in  1821.— Bank  of  the  United 
States  vs.  Norton,  3  A.  K.  Maeshall,  422  (Kentucky  reports). 
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should  be  collected  by  the  authorities  of  the  state  on  the 
15th  of  September  of  every  year.  The  bank  consequently 
filed  a  bill  in  the  circuit  court  of  the  United  States  for  a 
writ  enjoining  the  auditor,  Osbom,  from  collecting  the  tax. 
The  injunction  was  issued,  but  was  not  secured  until  the 
18th,  though  the  auditor  had  been  notified  under  subpoena  ^ 
that  it  had  been  granted.  He  therefore  proceeded  in  con- 
tempt of  the  court.  On  the  morning  of  the  17th  his  agents 
entered  the  branch  at  Chillicothe,  leaped  over  the  counter, 
seized  upon  the  vaults,  and  forcibly  collected  the  tax.^  The 
act  aroused  intense  excitement,  not  only  in  Ohio,  but  through- 
out the  Union.  Cheves  was  furious.  "The  outrage,"  he 
asserted,"  ....  can  be  rarely  paralleled  under  a  Government 
of  law,  and,  if  sustained  by  the  higher  authorities  of  the 
State,  strikes  at  the  vitals  of  the  Constitution."  ^  The  bank 
immediately  instituted  suits  against  Osborn  and  others  for 
contempt,  for  trespass,  and  to  recover  the  money  seized. 
The  legislature  of  Ohio  interposed,  and,  finding  that  the  bank 
would  not  drop  its  suits,  passed  an  act  in  January,  1821, 
"to  withdraw  from  the  Bank  of  the  United  States  the  pro- 
tection and  aid  of  the  laws  of  the  State  in  certain  cases," 
unless  the  bank  should  either  consent  to  pay  4  per  cent,  of 
the  profits  from  its  branches  in  Ohio  as  a  tax  to  the  state, 
or  withdraw  the  offices.*  In  February  of  the  same  year  it 
passed  a  further  act,  promising  to  restore  $90,000  out  of  the 
$100,000  seized  if  the  bank  would  drop  its  suits  and  agree 
to  pay  the  4  per  cent,  interest  henceforth,  or  remove  the 
branches.'^  The  bank  was  inflexible,  and  in  September, 
1821,  the  circuit  court  of  the  United  States  for  Ohio  gave 
judgment  that  the  money  seized  should  be  returned  to  it, 

iNiLES,  Vol.  XVII,  p.  86;  9  Wheaton,  738. 

2  A.  G.  Claypoole  to  Crawford,  Sept.  17, 1819,  F.,  Vol.  IV,  p.  903. 

3  To  Crawford,  Sept.  30, 1819,  ibid.,  p.  905.  It  is  interesting  in  the  light  of  this 
sentence  to  recall  that  Cheves  was  a  determined  nullifier  in  1832. 

i  Statutes  of  Ohio,  Vol.  II,  pp.  1185, 1186,  chap.  519,  Jan.  29, 1821. 
5 Ibid.,  pp.  1198, 1199,  chap.  524,  Feb.  2, 1821. 
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and  at  the  same  time  enjoined  the  state  from  collecting  the 
tax  henceforth.^  The  defendants  appealed  the  case  to  the 
Supreme  Court,  which  finally  disposed  of  it  in  the  February 
term,  1824,  affirming  in  all  essential  particulars  the  decision 
of  the  circuit  court.  ^ 

This  narrative  of  dispute  and  discord  with  the  South  and 
West  will  give  some  idea  of  the  almost  insuperable  difficul- 
ties of  the  Bank  of  the  United  States,  while  it  was  slowly 
recovering  from  the  shameful  and  criminal  mismanagement 
of  its  early  years.  In  the  opinion  of  judges  so  competent 
as  J.  Q.  Adams  and  Rufus  King,  "  the  interest  of  the  stock- 
holders would  be  to  surrender  their  charter,"  the  govern- 
ment being  most  interested  in  "the  continuance  of  the 
Bank."^  Though  this  was  so,  the  government,  outside  of 
the  Treasury  Department,  showed  no  inclination  to  extend 
unusual  favors  to  the  Bank  of  the  United  States.  Requests 
to  allow  other  officers  to  sign  the  bank's  notes  and  to  per- 
mit the  election  of  directors  eligible  for  longer  than  three 
years  out  of  four  were  persistently  denied,*  though  in  the 
case  of  signing  notes  it  was  apparent  that  the  bank  could 
not  furnish  the  necessary  circulation  without  this  concession. 

By  1823  Cheves's  work  was  done,  and  he  could  safely 
retire.  Moreover,  his  restrictive  policy,  with  the  resulting 
meager  profits,  aroused  an  opposition  to  him  among  the 
directors  and  stockholders.  The  latter  became  "restive 
under  the  low  dividends"  which  they  received.^    It  is  not 

1  NiLES,  Vol.  XXI,  p.  75. 

2  Osborn  et  al.  vs.  the  Bank  of  the  United  States,  9  Wheaton,  738.  Clay,  Webster, 
and  Sergeant  were  counsel  for  the  bank. 

3  Adams,  Memoirs,  Vol.  V,  pp  38,  39,  March  25, 1820. 

4  See  Report  of  the  Committee  of  Stockholders,  Nov.  5, 1819,  Niles,  Vol.  XVII,  p. 
166;  Bank  Memorial  of  Dec.  7, 1821,  F.,  Vol.  Ill,  p.  586;  Report  of  the  Committee  of 
stockholders,  Oct.  1, 1822,  Cheves,  p.  10,  and  Niles,  Vol.  XXIII,  p.  89, 

5  Crawford  to  Gallatin,  May  13,  1822;  Adams,  Gallatin's  Writings,  Vol.  II,  p.  244; 
Cheves,  p.  9.  See  also  Cheves  in  answer  to  President  Cooper,  Aug.  18, 1837,  Nil.es, 
Vol.  LIII,  pp.  8,  9,  quoting  the  Charleston  Mercury,  where  Cheves  paints  in  warm 
colors  the  embarrassments  and  the  misery  of  his  position  because  of  the  clamor 
against  him. 
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surprising  that  under  these  circumstances  he  was  willing  to 
lay  down  the  burden  of  the  presidency.  His  willingness  was 
increased  by  the  provincial  hostility  of  Philadelphia  to  him, 
based  upon  the  fact  that  he  was  not  a  Philadelphian.  As 
soon,  therefore,  as  he  felt  himself  justified  in  doing  so,  he 
announced  his  intention  of  resigning,^  declaring  that  it  was 
a  "determination"  "fixed  and  unchangeable,"  and  that  he 
had  always  intended  to  resign  as  soon  as  the  bank  was  once 
more  restored  to  its  first  integrity.  In  October,  1823,  he 
made  a  succinct  report  of  the  history  of  his  presidency,  and 
retired  from  the  control  of  the  institution. 

1  Made  public  July  1, 1822,  Nilbs,  Vol.  XXII,  p.  291. 
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APPENDIX  I 

An  Act  to  incorporate  the  subscribers  to  the  Bank  of  the  United 
States. 

Be  it  enacted,  &c.,  That  a  bank  of  the  United  States  of  America 
shall  be  established,  with  a  capital  of  thirty- five  millions  of  dollars, 
divided  into  three  hundred  and  fifty  thousand  shares,  of  one  hundred 
dollars  each  share.  Seventy  thousand  shares,  amounting  to  the  sum  of 
seven  millions  of  dollars,  part  of  the  capital  of  the  said  bank,  shall  be 
subscribed  and  paid  for  by  the  United  States,  in  the  manner  herein- 
after specified;  and  two  hundred  and  eighty  thousand  shares,  amount- 
ing to  the  sum  of  twenty-eight  millions  of  dollars,  shall  be  subscribed 
and  paid  for  by  individuals,  companies,  or  corporations,  in  the  manner 
hereinafter  specified. 

[Sec.  2  specifies  the  times,  places,  and  mode  of  receiving  subscrip- 
tions to  the  capital  stock.] 

Sec.  3.  And  be  it  further  enacted,  That  it  shall  be  lawful  for  any 
individual,  company,  corporation,  or  State,  ....  to  subscribe  for  any 
number  of  shares  of  the  capital  of  the  said  bank,  not  exceeding  three 
thousand  shares,  and  the  sums  so  subscribed  shall  be  payable,  and 
paid,  in  the  manner  following:  that  is  to  say,  seven  millions  of  dol- 
lars thereof  in  gold  or  silver  coin  of  the  United  States,  or  in  gold  coin 
of  Spain,  or  the  dominions  of  Spain,  ....  or  in  other  foreign  gold  or 
silver  coin  ....  and  twenty-one  millions  of  dollars  thereof  in  like  gold 
or  silver  coin,  or  in  the  funded  debt  of  the  United  States  contracted  at 
the  time  of  the  subscriptions  respectively.  [The  section  then  specifies 
what  stocks  may  be  subscribed,  and  at  what  rates.]  And  the  pajonents 
of  the  said  subscriptions  shall  be  made  and  completed  by  the  subscrib- 
ers, respectively,  at  the  times  and  in  the  manner  following:  that  is  to 
say,  at  the  time  of  subscribing  there  shall  be  paid  five  dollars  on  each 
share,  in  gold  or  silver  coin  as  aforesaid,  and  twenty -five  dollars  more  in 
coin  as  aforesaid,  or  in  funded  debt  as  aforesaid;  at  the  expiration  of  six 
calendar  months  after  the  time  of  subscribing,  there  shall  be  paid  the 
further  sum  of  ten  dollars  on  each  share,  in  gold  or  silver  coin  as  afore- 
said, and  twenty-five  dollars  more  in  coin  as  aforesaid,  or  in  funded  debt 
as  aforesaid;  at  the  expiration  of  twelve  calendar  months  from  the  time 
of  subscribing,  there  shall  be  paid  the  further  sum  of  ten  dollars,  on 
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each  share,  in  gold  or  silver  coin  as  aforesaid,  and  twenty-five  dollars 
more  in  coin  as  aforesaid,  or  in  funded  debt  as  aforesaid. 

[Sec.  4  regulates  the  manner  in  which  the  subscriptions  shall  be 
transferred  to  the  "President  directors  and  company  of  the  Bank  of 
the  United  States,"  and  provides  that  reasonable  comx^ensation  shall  be 
paid  the  "  commissioners  appointed  to  superintend  the  subscriptions."] 

Sec.  5.  And  be  it  further  enacted,  That  it  shall  be  lawful  for  the 
United  States  to  pay  and  redeem  the  funded  debt  subscribed  to  the 
capital  of  the  said  bank,  at  the  rates  aforesaid, i  in  such  sums  and  at 
such  times,  as  shall  be  deemed  expedient,  anything  in  any  act  or  acts  of 
Congress  to  the  contrary  thereof  notwithstanding.  And  it  shall  also  be 
lawful  for  the  president,  directors,  and  company,  of  the  said  bank,  to 
sell  and  transfer  for  gold  and  silver  coin,  or  bullion,  the  funded  debt 
subscribed  to  the  capital  of  the  said  bank  as  aforesaid:  Provided 
always,  That  they  shall  not  sell  more  thereof  than  the  sum  of  two  mil- 
lions of  dollars  in  any  one  year;  nor  sell  any  part  thereof  at  any  time 
within  the  United  States,  without  previously  giving  notice  of  their 
intention  to  the  Secretary  of  the  Treasury,  and  offering  the  same  to  the 
United  States  for  the  period  of  fifteen  days,  at  least,  at  the  current 
price,  not  exceeding  the  rates  aforesaid. 

Sec.  6.  And  be  it  further  enacted,  That,  at  the  opening  of  subscrip- 
tion to  the  capital  stock  of  the  said  bank,  the  Secretary  of  the  Treasury 
shall  subscribe,  or  cause  to  be  subscribed,  on  behalf  of  the  United 
States,  the  said  number  of  seventy  thousand  shares,  amounting  to 
seven  millions  of  dollars  as  aforesaid,  to  be  paid  in  gold  or  silver  coin, 
or  in  stock  of  the  United  States,  bearing  interest  at  the  rate  of  five  per 
centum  per  annum;  ....  and  the  principal  of  the  said  stock  shall  be 
redeemable  in  any  sums,  and  at  any  periods,  which  the  Government 

shall  deem  fit  which  said  stock  it  shall  be  lawful  for  the  said 

president,  directors,  and  company,  to  sell  and  transfer  for  gold  and 
silver  coin  or  bullion  at  their  discretion;  Provided,  They  shall  not  sell 
more  than  two  millions  of  dollars  thereof  in  any  one  year. 

Sec.  7.  And  be  it  further  enacted,  That  the  subscribers  to  the 
said  Bank  of  the  United  States  of  America,  their  successors  and 
assigns,  shall  be,  and  are  hereby,  created  a  corporation  and  body  poli- 
tic, by  the  name  and  style  of  "  The  president,  directors,  and  company^ 
of  the  Bank  of  the  United  States,"  and  shall  so  continue  until  the  third 
day  of  March,  in  the  year  one  thousand  eight  hundred  and  thirty-six, 
and  by  that  name  shall  be,  and  are  hereby,  made  able  and  capable,  in 
law,  to  have,  purchase,  receive,  possess,  enjoy,  and  retain,  to  them  and 
their  successors,  lands,  rents,  tenements,  hereditaments,  goods,  chattels, 
and  effects,  of  whatsoever  kind,  nature,  and  quality,  to  an  amount  not 
exceeding,  in  the  whole,  fifty-five  millions  of  dollars,  including  the 

1  The  rates  at  which  the  stock  was  subscribed. 
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amount  of  the  capital  stock  aforesaid;  and  the  same  to  sell,  grant, 
demise,  alien  or  dispose  of;  to  sue  and  be  sued,  plead  and  be  impleaded, 
answer  and  be  answered,  defend  and  be  defended,  in  all  State  courts 
having  competent  jurisdiction,  and  in  any  circuit  court  of  the  United 
States:  and  also  to  make,  have,  and  use,  a  common  seal,  and  the  same 
to  break,  alter,  and  renew,  at  their  pleasure:  and  also  to  ordain,  estab- 
lish, and  put  in  execution,  such  by-laws,  and  ordinances,  and  regula- 
tions, as  they  shall  deem  necessary  and  convenient  for  the  government 
of  the  said  corporation,  not  being  contrary  to  the  constitution  thereof, 
or  to  the  laws  of  the  United  States;  and  generally  to  do  and  execute  all 
and  singular  the  acts,  matters,  and  things,  which  to  them  it  shall  or 
may  appertain  to  do;  subject,  nevertheless,  to  the  rules,  regulations, 
restrictions,  limitations,  and  provisions,  hereinafter  prescribed  and 
declared. 

Sec.  8.  And  be  it  further  enacted,  That,  for  the  management  of  the 
affairs  of  the  said  corporation,  there  shall  be  twenty-five  directors,  five 
of  whom,  being  stockholders,  shall  be  annually  appointed  by  the  Presi- 
dent of  the  United  States,  by  and  with  the  advice  and  consent  of  the 
Senate,  not  more  than  three  of  whom  shall  be  residents  of  any  one 
State;  and  twenty  of  whom  shall  be  annually  elected  at  the  banking- 
house  in  the  city  of  Philadelphia,  on  the  first  Monday  of  J anuary,  in 
each  year,  by  the  qualified  stockholders  of  the  capital  of  the  said  bank 
other  than  the  United  States,  and  by  a  plurality  of  votes  then  and  there 
actually  given,  according  to  the  scale  of  voting  hereinafter  to  be  pre- 
scribed: Provided  always,  That  no  person,  being  a  director  in  the 
Bank  of  the  United  States,  or  any  of  its  branches,  shall  be  a  director  of 
any  other  bank;  and  should  any  such  director  act  as  a  director  in  any 
other  bank,  it  shall  forthwith  vacate  his  appointment  in  the  direction 
of  the  Bank  of  the  United  States.  And  the  directors,  so  duly  appointed 
and  elected,  shall  be  capable  of  serving,  by  virtue  of  such  appointment 
and  choice,  from  the  first  Monday  in  the  month  of  January  of  each 
year,  until  the  end  and  expiration  of  the  first  Monday  in  the  month  of 
January  of  the  next  year  ensuing  the  time  of  each  annual  election  to  be 
held  by  the  stockholders  as  aforesaid.  And  the  board  of  directors, 
annually,  at  the  first  meeting  after  their  election  in  each  and  every 
year,  shall  proceed  to  elect  one  of  the  directors  to  be  president  of  the 
corporation,  who  shall  hold  the  said  oQice  during  the  same  period  for 
which  the  directors  are  appointed  and  elected  as  aforesaid:  [The  sec- 
tion then  provides  for  the  election  of  the  first  president  and  directors; 
and  that  the  corporation  shall  not  be  dissolved  if  an  appointment  for 
president  or  an  election  for  directors  does  not  take]  effect  on  any  day 
when,  in  pursuance  of  this  act,  they  ought  to  take  effect,  ....  but  it 
shall  be  lawful  at  any  other  time  to  make  such  appointments,  and  to 
hold  such  elections,  (as  the  case  may  be,)  and  the  manner  of  holding 
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the  elections  shall  be  regulated  by  the  by-laws  and  ordinances  of  the 
said  corporation:  and  until  such  apxjointments  or  elections  be  made, 
the  directors  and  president  of  the  said  bank,  for  the  time  being,  shall 
continue  in  office:  [that  in  case  of  a  vacancy  in  the  presidency,  the 
directors  shall  "elect  another  x^resident,"  and  in  case  of  vacancies  in  the 
directorate,  other  directors  shall  be  appointed  either  by  the  President 
of  the  United  States  in  case  of  government  directors  or  by  the  stock- 
holders in  case  of  private  directors]. 

Sec.  9.  And  be  it  further  enacted,  That  as  soon  as  the  sum  of  eight 
millions  four  hundred  thousand  dollars  in  gold  and  silver  coin,  and  in 
the  public  debt,  shall  have  been  actually  received  on  account  of  the 
subscriptions  to  the  capital  of  the  said  bank  (exclusively  of  the  sub- 
scription aforesaid,  on  the  part  of  the  United  States)  [the  first  directors 
shall  be  elected,  and  the  president  of  the  bank  appointed  Vjy  them]. 

Sec.  10.  And  be  it  further  enacted,  That  the  directors,  for  the  time 
being,  shall  have  power  to  appoint  such  officers,  clerks,  and  servants, 
under  them,  as  shall  be  necessary  for  executing  the  business  of  the  said 
corporation,  and  to  allow  them  such  compensation  for  their  services, 
respectively,  as  shall  be  reasonable ;  and  shall  be  capable  of  exercising 
such  other  powers  and  authorities  for  the  v^ell  governing  and  ordering 
of  the  officers  of  the  said  corporation  as  shall  be  prescribed,  fixed,  and 
determined,  by  the  laws,  regulations,  and  ordinances,  of  the  same. 

Sec.  11.  And  be  it  further  enacted.  That  the  following  rules, 
restrictions,  limitations,  and  provisions,  shall  form  and  be  fundamental 
articles  of  the  constitution  of  the  said  corporation,  to  wit : 

1.  The  number  of  votes  to  which  the  stockholders  shall  be  entitled, 
in  voting  for  directors,  shall  be  according  to  the  number  of  shares  he, 
she,  or  they,  respectively,  shall  hold,  in  the  proportions  following,  that 
is  to  say,  for  one  share  and  not  more  than  two  shares,  one  vote ;  for 
every  two  shares  above  two,  and  not  exceeding  ten,  one  vote ;  for  every 
four  shares  above  ten,  and  not  exceeding  thirty,  one  vote  ;  for  every  six 
shares  above  thirty,  and  not  exceeding  sixty,  one  vote  ;  for  every  eight 
shares  above  sixty,  and  not  exceeding  one  hundred,  one  vote ;  and  for 
every  ten  shares  above  one  hundred,  one  vote  ;  but  no  person,  copartner- 
ship, or  body  politic,  shall  be  entitled  to  a  greater  number  than  thirty 
votes ;  and  after  the  first  election,  no  share  or  shares  shall  confer  a 
right  of  voting,  which  shall  not  have  been  holden  three  calendar 
months  previous  to  the  day  of  election.  And  stockholders  actually 
resident  within  the  United  States,  and  none  other,  may  vote  in  elections 
by  proxy. 

2.  Not  more  than  three-fourths  of  the  directors  elected  by  the  stock- 
holders, and  not  more  than  four-fifths  of  the  directors  appointed  by  the 
President  of  the  United  States,  who  shall  be  in  office  at  the  time  of  an 
annual  election,  shall  be  elected  or  appointed  for  the  next  succeeding 
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year ;  and  no  director  shall  hold  his  office  more  than  three  years  out  of 
four  in  succession  ;  but  the  director  who  shall  be  the  president  at  the 
time  of  an  election  may  always  be  reappointed  or  re-elected,  as  the  case 
may  be. 

3.  None  but  a  stockholder,  resident  citizen  of  the  United  States, 
shall  be  a  director ;  nor  shall  a  director  be  entitled  to  any  emolument ; 
but  the  directors  may  make  such  compensation  to  the  president,  for 
his  extraordinary  attendance  at  the  bank,  as  shall  appear  to  them 
reasonable. 

4.  Not  less  than  seven  directors  shall  constitute  a  board  for  the 
transaction  of  business,  of  whom  the  president  shall  always  be  one, 
except  in  case  of  sickness  or  necessary  absence  ;  in  which  case  his  place 
may  be  supplied  by  any  other  director  whom  he,  by  writing,  under  his 
hand,  shall  depute  for  that  purpose.  And  the  director  so  deputed  may 
do  and  transact  all  the  necessary  business,  belonging  to  the  office  of  the 
president  of  the  said  corporation,  during  the  continuance  of  the  sick- 
ness or  necessary  absence  of  the  president. 

5.  A  number  of  stockholders,  not  less  than  sixty,  who,  together, 
shall  be  proprietors  of  one  thousand  shares  or  upwards,  shall  have 
power  at  any  time  to  call  a  general  meeting  of  the  stockholders,  for  pur- 
poses relative  to  the  institution,  giving  at  least  ten  weeks'  notice  in  two 
public  newspapers  of  the  place  where  the  bank  is  seated,  and  specify- 
ing in  such  notice  the  object  or  objects  of  such  meeting. 

6.  Each  cashier  or  treasurer,  before  he  enters  upon  the  duties  of 
his  office,  shall  be  required  to  give  bond,  with  two  or  more  sureties,  to 
the  satisfaction  of  the  directors,  in  a  sum  not  less  than  fifty  thousand 
dollars,  with  a  condition  for  his  good  behavior,  and  the  faithful  per- 
formance of  his  duties  to  the  corporation. 

7.  The  lands,  tenements,  and  hereditaments,  which  it  shall  be  lawful 
for  the  said  corporation  to  hold,  shall  be  only  such  as  shall  be  requisite 
for  its  immediate  accommodation  in  relation  to  the  convenient  transact- 
ing of  its  business,  and  such  as  shall  have  been  bona  fide  mortgaged  to 
it  by  way  of  security,  or  conveyed  to  it  in  satisfaction  of  debts  pre- 
viously contracted  in  the  course  of  its  dealings,  or  purchased  at  sales, 
upon  judgments  which  shall  have  been  obtained  for  such  debts. 

8.  The  total  amount  of  debts  which  the  said  corporation  shall  at  any 
time  owe,  whether  by  bond,  bill,  note,  or  other  contract,  over  and  above 
the  debt  or  debts  due  for  money  deposited  in  the  bank,  shall  not  exceed 
the  sum  of  thirty-five  millions  of  dollars,  unless  the  contracting  of  any 
greater  debt  shall  have  been  previously  authorized  by  law  of  the 
United  States.  In  case  of  excess,  the  directors  under  whose  adminis- 
tration it  shall  happen,  shall  be  liable  for  the  same  in  their  natural 
and  private  capacities ;  and  an  action  of  debt  may  in  such  case  be 
brought  against  them,  or  any  of  them,  their  or  any  of  their  heirs,  execu 
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tors  or  administrators,  in  any  court  of  record  of  the  United  States,  or 
either  of  them,  by  any  creditor  or  creditors  of  the  said  corporation,  and 
may  be  prosecuted  to  judgment  and  execution,  any  condition,  covenant, 
or  agreement  to  the  contrary  notwithstanding.  But  this  provision 
shall  not  be  construed  to  exempt  the  said  corporation  or  the  lands, 
tenements,  goods,  or  chattels  of  the  same  from  being  also  liable  for, 
and  chargeable  with,  the  said  excess.  Such  of  the  said  directors,  who 
may  have  been  absent  when  the  said  excess  was  contracted  or  created, 
or  who  may  have  dissented  from  the  resolution  or  act  whereby  the  same 
was  so  contracted  or  created,  may  respectively  exonerate  themselves 
from  being  so  liable,  by  forthwith  giving  notice  of  the  fact,  and  of  their 
absence  or  dissent,  to  the  President  of  the  United  States,  and  to  the 
stockholders,  at  a  general  meeting,  which  they  shall  have  power  to  call 
for  that  purpose. 

9.  The  said  corporation  shall  not,  directly  or  indirectly,  deal  or 
trade  in  anything  except  bills  of  exchange,  gold  or  silver  bullion,  or  in 
the  sale  of  goods  really  or  truly  pledged  for  money  lent  and  not 
redeemed  in  due  time,  or  goods  which  shall  be  the  proceeds  of  its 
lands.  It  shall  not  be  at  liberty  to  purchase  any  public  debt  whatso- 
ever, nor  shall  it  take  more  than  at  the  rate  of  six  per  centum  per 
annum  for  or  upon  its  loans  or  discounts. 

10.  No  loan  shall  be  made  by  the  said  corporation,  for  the  use  or  on 
account  of  the  Government  of  the  United  States,  to  an  amount  exceed- 
ing five  hundred  thousand  dollars,  or  of  any  particular  State  to  an 
amount  exceeding  fifty  thousand  dollars,  or  of  any  foreign  Prince  or 
State,  unless  previously  authorized  by  a  law  of  the  United  States. 

11.  The  stock  of  the  said  corporation  shall  be  assignable  and  trans- 
ferable, according  to  such  rules  as  shall  be  instituted  in  that  behalf, 
by  the  laws  and  ordinances  of  the  same. 

12.  The  bills,  obligatory  and  of  credit,  under  the  seal  of  the  said 
corporation,  which  shall  be  made  to  any  person  or  persons,  shall  be 
assignable  by  endorsement  thereupon,  under  the  hand  or  hands  of  such 
person  or  persons,  and  his,  her,  or  their  executors  or  administrators, 
and  his,  her  or  their  assignee  or  assignees,  and  so  as  absolutely  to 
transfer  and  vest  the  property  thereof  in  each  and  every  assignee  or 
assignees  successively,  and  to  enable  such  assignee  or  assignees,  and 
his,  her  or  their  executors  or  administrators,  to  maintain  an  action 
thereupon  in  his,  her  or  their  own  name  or  names :  Provided,  That 
said  corporation  shall  not  make  any  bill  obligatory,  or  of  credit,  or 
other  obligation  under  its  seal  for  the  payment  of  a  sum  less  than  five 
thousand  dollars.  And  the  bills  or  notes  which  may  be  issued  by  order 
of  the  said  corporation,  signed  by  the  president,  and  countersigned  by 
the  principal  cashier  or  treasurer  thereof,  promising  the  payment  of 
money  to  any  person  or  persons,  his,  her  or  their  order,  or  to  bearer, 
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although  not  under  the  seal  of  the  said  corporation,  shall  be  binding 
and  obligatory  upon  the  same,  in  like  manner,  and  with  like  force  and 
effect,  as  upon  any  private  person  or  persons,  if  issued  by  him,  her  or 
them,  in  his,  her  or  their  private  or  natural  capacity  or  capacities,  and 
shall  be  assignable  and  negotiable  in  like  manner  as  if  they  were  so 
issued  by  such  private  person  or  persons ;  that  is  to  say,  those  which 
shall  be  payable  to  any  person  or  persons,  his,  her  or  their  order,  shall 
be  assignable  by  endorsement,  in  like  manner,  and  with  the  like  effect 
as  foreign  bills  of  exchange  now  are ;  and  those  which  are  payable  to 
bearer  shall  be  assignable  and  negotiable  by  delivery  only  :  Provided, 
That  all  bills  or  notes,  so  to  be  issued  by  said  corporation,  shall  be 
made  payable  on  demand,  other  than  bills  or  notes  for  the  payment  of 
a  sum  not  less  than  one  hundred  dollars  each,  and  payable  to  the  order 
of  some  person  or  persons,  which  bills  or  notes  it  shall  be  lawful  for  said 
corporation  to  make  payable  at  any  time  not  exceeding  sixty  days  from 
the  date  thereof. 

13.  Half-yearly  dividends  shall  be  made  of  so  much  of  the  profits  of 
the  bank  as  shall  appear  to  the  directors  advisable;  and  once  in  every 
three  years  the  directors  shall  lay  before  the  stockholders,  at  a  general 
meeting,  for  their  information,  an  exact  and  particular  statement  of  the 
debts  which  shall  have  remained  unpaid  after  the  expiration  of  the 
original  credit,  for  a  period  of  treble  the  term  of  that  credit,  and  of  the 
surplus  of  the  profits,  if  any,  after  deducting  losses  and  dividends.  If 
there  shall  be  a  failure  in  the  payment  of  any  part  of  any  sum  sub- 
scribed to  the  capital  of  the  said  bank,  by  any  person,  copartnership  or 
body  politic,  the  party  failing  shall  lose  the  benefit  of  any  dividend 
which  may  have  accrued  prior  to  the  time  for  making  such  payment, 
and  during  the  delay  of  the  same. 

14.  The  directors  of  the  said  corporation  shall  establish  a  competent 
oflQ.ce  of  discount  and  deposit  in  the  District  of  Columbia,  whenever  any 
law  of  the  United  States  shall  require  such  an  establishment;  also  one 
such  ofl&ce  of  discount  and  deposite  in  any  State  in  which  two  thousand 
shares  shall  have  been  subscribed  or  may  be  held,  whenever,  upon 
application  of  the  Legislature  of  such  State,  Congress  may,  by  law, 
require  the  same:  Provided,  the  directors  aforesaid  shall  not  be  bound 
to  establish  such  office  before  the  whole  of  the  capital  of  the  bank  shall 
have  been  paid  up.  And  it  shall  be  lawful  for  the  directors  of  the  said 
corporation  to  establish  offices  of  discount  and  deposite,  wheresoever 
they  shall  think  fit,  within  the  United  States  or  the  Territories  thereof, 
and  to  commit  the  management  of  the  said  offices,  and  the  business 
thereof,  respectively,  to  such  persons,  and  under  such  regulations,  as 
they  shall  deem  proper,  not  being  contrary  to  law  or  the  constitution  of 
the  bank.  Or,  instead  of  establishing  such  offices,  it  shall  be  lawful  for 
the  directors  of  the  said  corporation  from  time  to  time,  to  employ  any 
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other  bank  or  banks,  to  be  first  approved  hy  the  Secretary  of  the  Treas- 
ury, at  any  place  or  jjlaces  that  they  may  deem  safe  and  proper,  to  man- 
age and  transact  the  business  proposed  as  aforesaid,  other  than  for  the 
purposes  of  discount,  to  be  managed  and  transacted  by  such  offices,  under 
such  agreements,  and  subject  to  such  regulations,  as  they  shall  deem 
just  and  proper.  Not  more  than  thirteen,  nor  less  than  seven  managers 
or  directors,  of  every  office  established  as  aforesaid,  shall  he  annually 
appointed  by  the  directors  of  the  bank,  to  serve  one  year;  they  shall 
choose  a  jjresident  from  their  own  number;  each  of  them  shall  be  a 
citizen  of  the  United  States,  and  a  resident  of  the  State,  Territory,  or 
district,  wherein  such  office  is  established;  and  not  more  than  three- 
fourths  of  the  said  managers  or  directors,  in  oflBce  at  the  time  of  an 
annual  appointment,  shall  be  reappointed  for  the  next  succeeding  year; 
and  no  director  shall  hold  his  office  more  than  three  years  out  of  four, 
in  succession;  but  the  president  may  be  always  reappointed. 

15.  The  officer  at  the  head  of  the  Treasury  Department  of  the 
United  States  shall  be  furnished,  from  time  to  time,  as  often  as  he  may 
require,  not  exceeding  once  a  week,  with  statements  of  the  amount  of 
the  capital  stock  of  the  said  corporation  and  of  the  debts  due  to  the 
same;  of  the  moneys  deposited  therein;  of  the  notes  in  circulation,  and 
of  the  specie  in  hand;  and  shall  have  a  right  to  inspect  such  general 
accounts  in  the  books  of  the  bank  as  shall  relate  to  the  said  statement: 
Provided,  That  this  shall  not  be  construed  to  imply  a  right  of  inspect- 
ing the  account  of  any  private  individual  or  individuals  with  the  bank. 

16.  No  stockholder,  unless  he  be  a  citizen  of  the  United  States,  shall 
vote  in  the  choice  of  directors. 

17.  No  note  shall  be  issued  of  less  amount  than  five  dollars. 

Sec.  12.  And  be  it  further  enacted,  That  if  the  said  corporation,  or 
any  person  or  persons,  for  or  to  the  use  of  the  same,  shall  deal  or  trade 
in  buying  or  selling  goods,  wares,  merchandise,  or  commodities  whatso- 
ever, contrary  to  the  provisions  of  this  act,  [a  penalty  of  treble  the 
amount  so  dealt  in  shall  be  imposed  upon  the  persons  responsible]. 

[Sec.  13  enacts  that  in  case  of  loans  to  the  United  States,  in  ex- 
cess of  $500,000,  or  to  any  state  in  excess  of  $50,000,  or  to  "  any  foreign 
Prince,  or  State,"  without  previous  authorization  by  law,  a  penalty  of 
treble  value  shall  be  imposed  upon  the  persons  responsible.] 

Sec.  14.  And  be  it  further  enacted.  That  the  bills  or  notes  of  the 
said  corporation  originally  made  payable,  or  which  shall  have  become 
payable  on  demand,  shall  be  receivable  in  all  payments  to  the  United 
States,  unless  otherwise  directed  by  act  of  Congress. 

Sec.  15.  And  be  it  further  enacted.  That  during  the  continuance  of 
this  act,  and  whenever  required  by  the  Secretary  of  the  Treasury,  the 
said  corporation  shall  give  the  necessary  facilities  for  transferring  the 
public  funds  from  place  to  place,  within  the  United  States,  or  the  Ter- 
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ritories  thereof,  and  for  distributing  the  same  in  payment  of  the  public 
creditors,  without  charging  commissions  or  claiming  allowance  on 
account  of  difference  in  exchange,  and  shall  also  do  and  perform  the 
several  and  respective  duties  of  the  Commissioners  of  Loans  for  the 
several  States,  or  of  any  one  or  more  of  them,  whenever  required  by  law. 

Sec.  16.  And  be  it  further  enacted,  That  the  deposites  of  the  money 
of  the  United  States,  in  places  in  which  the  said  bank  and  branches 
thereof  may  be  established,  shall  be  made  in  said  bank  or  branches 
thereof,  unless  the  Secretary  of  the  Treasury  shall  at  any  time  other- 
wise order  and  direct;  in  which  case  the  Secretary  of  the  Treasury  shall 
immediately  lay  before  Congress,  if  in  session,  and  if  not,  immediately 
after  the  commencement  of  the  next  session,  the  reasons  of  such  order 
or  direction. 

Sec.  17.  And  be  it  further  enacted,  That  the  said  corporation  shall 
not  at  any  time  suspend  or  refuse  payment  in  gold  or  silver,  of  any  of 
its  notes,  bills,  or  obligations;  nor  of  any  moneys  received  upon  depos- 
ite  in  said  bank,  or  in  any  of  its  offices  of  discount  and  deposite.  [In 
case  of  such  suspension  or  refusal]  the  holder  of  any  such  note,  bill,  or 
obligation,  or  the  person  or  persons  entitled  to  demand  and  receive  such 
moneys  as  aforesaid,  shall  respectively  be  entitled  to  receive  and  recover 
interest  on  the  said  bills,  notes,  obligations,  or  moneys,  until  the  same 
shall  be  fully  paid  and  satisfied,  at  the  rate  of  twelve  per  centum  per 
annum  from  the  time  of  such  demand  as  aforesaid:  Provided,  That 
Congress  may  [hereafter  enact  laws  for  carrying  out  this  clause,  vesting 
jurisdiction  in  such  cases  in  any  of  the  courts  of  the  United  States,  or 
of  the  States]. 

[Sec.  18  prescribes  penalties  for  counterfeiting  "  any  bill  or  note 
.  ...  or  any  order  or  check"  on  the  bank,  or  any  of  its  cashiers;  or  for 
altering  "any  bill  or  note  ....  order  or  check"  upon  the  bank  or 
any  of  its  cashiers  ;  or  for  passing,  or  attempting  to  pass,  such  counter- 
feits or  such  altered  checks  or  orders;  or  for  selling  or  dealing  in  such 
counterfeits.] 

[Sec.  19  prescribes  penalties  for  engraving  plates  to  be  used  for 
counterfeiting  the  "  notes  or  bills  "  of  the  bank,  or  for  having  in  pos- 
session "paper  adapted  to  the  making  of  bank  notes  or  bills,"  similar  to 
the  paper  used  by  the  bank,  with  intent  to  use  such  paper  for  counter- 
feiting.] 

Sec.  20.  And  be  it  further  enacted,  That  in  consideration  of  the 
exclusive  privileges  and  benefits  conferred  by  this  act  upon  the  said 
bank,  the  president,  directors,  and  company  thereof,  shall  pay  to  the 
United  States,  [81,500,000]. 

[Sec.  21  enacts  that  no  other  bank,  excepting  local  banks  in  the 
District  of  Columbia,  shall  be  created  by  Congress  "  during  the  con- 
tinuance of  the  corporation  hereby  created,"  and  that  the  bank  shaU 


488  The  Second  Bank  of  the  United  States 


have  the  space  of  two  years  after  the  expiration  of  its  charter  in  which 
to  settle  its  affairs.] 

[Sec.  22.  If  the  bank  does  not  begin  operations  by  the  first  Monday 
in  April,  1817,  Congress  may  declare  the  charter  "  null  and  void."] 

Sec.  23.  And  be  it  further  enacted,  That  it  shall,  at  all  times,  be 
lawful  for  a  committee  of  either  House  of  Congress,  appointed  for  that 
purpose,  to  inspect  the  books,  and  to  examine  into  the  proceedings  of 
the  corporation  hereby  created,  and  to  report  whether  the  provisions  of 
this  charter  have  been,  by  the  same,  violated  or  not;  and  whenever  any 
committee,  as  aforesaid,  shall  find  and  report,  or  the  President  of  the 
United  States  shall  have  reason  to  believe  that  the  charter  has  been 
violated,  it  may  be  lawful  for  Congress  to  direct,  or  the  President  to 
order  a  scire  facias  to  be  sued  out  of  the  circuit  court  of  the  district  of 
Pennsylvania,  in  the  name  of  the  United  States,  (which  shall  be 
executed  upon  the  president  of  the  corporation  for  the  time  being,  at 
least  fifteen  days  before  the  commencement  of  the  term  of  said  court,) 
calling  on  the  said  corporation  to  show  cause  wherefore  the  charter, 
hereby  granted,  shall  not  be  declared  forfeited;  and  it  shall  be  lawful 
for  the  said  court,  upon  the  return  of  the  said  scire  facias,  to  examine 
into  the  truth  of  the  alleged  violation,  and  if  such  violation  be  made  to 
appear,  then  to  pronounce  and  adjudge  that  the  said  charter  is  forfeited 
and  annulled:  Provided,  however,  Every  issue  of  fact  which  may  be 
joined  between  the  United  States  and  the  corporation  aforesaid,  shall 
be  tried  by  jury.  And  it  shall  be  lawful  for  the  court  aforesaid  to 
require  the  production  of  such  of  the  books  of  the  corporation  as  it  may 
deem  necessary  for  the  ascertainment  of  the  controverted  facts;  and 
the  final  judgment  of  the  court  aforesaid,  shall  be  examinable  in  the 
Supreme  Court  of  the  United  States,  by  writ  of  error,  and  may  be  there 
reversed  or  affirmed,  according  to  the  usages  of  law. 

Approved,  April  10, 1816. 

—Statutes  at  Large,  Vol.  Ill,  pp.  266  fE.,  chap,  xliv,  and  A.  of  C,  14th  Cong.,  1st 
Sess.,  Vol.  I,  pp.  1812  ft'. 

APPENDIX  II 

Propositions  respectfully  submitted  to  the  convention  of  State 
banks  by  the  committee  on  the  part  of  the  Bank  of  the  United 
States: 

1.  That  the  incorporated  banks  of  New  York,  Philadelphia,  Balti- 
more, and  Richmond,  engage,  on  the  20th  instant,  to  commence,  and 
thenceforth  to  continue,  specie  payments  for  all  demands  upon  them. 

2.  That  in  the  liquidation  of  the  balances  which  may  be  due  by  the 
receiving  banks,  the  Bank  of-the  United  States  will  credit  those  banks, 
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respectively,  with  the  amount  of  their  checks  upon  banks  which  may 
be  parties  to  this  agreement. 

3.  That  the  whole  of  the  public  balances  in  the  receiving  Banks  in 
New  York,  Philadelphia,  Baltimore,  and  Virginia,  be  transferred  to  the 
Bank  of  the  United  States  on  the  20th  of  this  month,  and  retained  by 
the  said  bank  until  the  1st  of  July  next,  when  the  same  shall  be  paid 
off,  together  with  the  interest  thereon. 

4.  The  payment  of  the  balances  which  may  accumulate  against  the 
aforesaid  banks  subsequently  to  the  transfer  of  the  balances  first  men- 
tioned shall  not  be  demanded  by  the  Bank  of  the  United  States  until 
the  said  bank  and  its  branches  shall  have  discounted  for  individuals 
(other  than  those  having  duties  to  pay)  subsequently  to  the  19th 
instant  the  following  sums,  to  wit:  For  those  in  New  York,  two 
millions;  for  those  in  Philadelphia,  two  millions;  for  those  in  Balti- 
more, one  and  a  half  million;  for  those  in  Virginia,  five  hundred  thou- 
sand dollars;  provided,  that  if  the  said  bank  shall  be  willing  to  dis- 
count, and  shall  not  have  the  required  amount  of  good  paper  offered 
within  the  term  of  sixty  days  from  the  20th  instant  at  New  York,  Phila- 
delphia, and  Baltimore,  and  within  the  same  term  after  the  operations 
of  the  offices  of  the  said  bank  in  Virginia  shall  have  commenced,  the 
aforesaid  banks  shall,  at  the  expiration  of  that  time,  at  the  aforesaid 
places,  respectively,  pay  to  the  Bank  of  the  United  States  the  balance 
due  by  them  respectively. 

5.  That  the  Bank  of  the  United  States  will  engage  to  discount  the 
required  amount  at  the  respective  places,  and  within  the  time  men- 
tioned in  the  preceding  articles,  provided  good  paper  to  that  amount 
shall  be  offered. 

6.  That  in  the  event  of  the  Bank  of  the  United  States  and  its 
branches  not  having  a  sufficient  amount  of  good  paper  offered  at  the 
respective  places  mentioned  in  the  fourth  article  within  the  period 
therein  stipulated,  then  the  Bank  of  the  United  States  will  engage  to 
discount  for  the  said  banks  the  amount  of  the  deficiency  at  the 
respective  places,  according  to  the  amount  of  the  capitals  of  the  said 
banks  respectively. 

7.  That  the  aforesaid  banks  shall  exchange  with  the  Bank  of  the 
United  States  and  its  branches,  from  day  to  day,  all  such  notes  of 
either  as  the  said  banks  may  receive;  and  an  interest  account  from  the 
20th  instant  to  the  1st  of  July  shall  be  liquidated  and  settled  in  the 
usual  manner. 

8.  That  the  Bank  of  the  United  States,  and  the  incorporated  banks 
of  New  York,  Philadelphia,  Baltimore,  and  Virginia,  will  interchange 
pledges  of  good  faith  and  friendly  offices,  and  upon  any  emergency 
which  may  menace  the  credit  of  the  aforesaid  banks  or  the  branches  of 
the  United  States  Bank,  will  cheerfully  contribute  their  resources  to  any 
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reasonable  extent  in  support  thereof  —  the  Bank  of  the  United  States 
confiding  in  the  justice  and  discretion  of  the  State  banks,  resj^ectively, 
to  circumscribe  their  affairs  within  the  just  limits  indicated  V)y  their 
respective  capitals  as  soon  as  the  interest  and  convenience  of  the  com- 
munity will  admit. 

9.  That  upon  the  mutual  agreement  of  the  parties  to  these  stipula- 
tions, the  same  shall  be  submitted  to  the  Secretary  of  the  Treasury  for 
his  decision  upon  those  points  which  involve  the  public  balances,  and 
when  approved  by  him  shall  be  obligatory  upon  all  the  contracting 
parties. 

—Feb.  1,  1817,  F.,  Vol.  IV,  p.  769. 


